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PROFESSIONAL NOTES 


Problems of Demobilization 
An interesting meeting was held. recently in 
Liverpool under the auspices of the Liverpool branches 
of five professional bodies, including the Liverpool 


Incorporated Accountants’ District Society. The 


meeting was addressed by The Right Hon. Sir William 
Jowitt, K.C., M.P., Minister without Portfolio, and 
representatives of ‘business and the professions in 
Merseyside were’ present. As Minister responsible for 
the broad policy of reconstruction, Sir William 
Jowitt dealt with some of the problems which were 
bound to arise at the end of the war. Without de- 
flecting from the need for toncentration on the present 
war situation, it was necessary to consider how these 
problems could be met. He said the industrial 
situation immediately after the war must not be 
allowed to lead to a scramble for raw materials and 
sharply rising prices. Shortage of materials and the 
need for re-tooling and rearranging factories would 
add to the difficulties of resettling in peace-time work 
the vast number of men and women who would have 
to be demobilized in the shortest possible time. 
There was one cardinal rule we must apply: the 
scheme adopted must be a fair one and must be 
regarded as fair. The guiding factors at present 
accepted by the Government were age and length 
of service. He had been asked to consider not merely 


the length but also the nature and quality of service, 
and the scheme would be reconsidered from that 
point of view, but there were obvious difficulties. 
The European war might be over before the war in 
the Far East. The troops in the Far East might then 
think that their brothers, just because of a geographi- 
cal accident, were picking up all the available jobs. 
There would be a need for the highest order of steadi- 
ness, of discipline, and of tolerance among the men, 
and a détermination on the part of employers and 
the Government to see that those who continued to 
serve did not find’themselves in a worse position. 
We hope it may be possible to publish next month 
a report of Sir William Jowitt’s address. 


A part of the problem indicated by Sir William 
Jowitt will relate to the accountancy profession. The 
President of the Society stated at the annual general 
meeting in May that the Council proposed at an early 
date to consider the necessary arrangements to assist 
members of the Society now serving, upon their — 
demobilization, and to enable examination candidates. 
to resume their interrupted professional training and 
studies. We feel sure that its treatment will be 
approached in a broad and sympathetic spirit. 
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Institute of Chartered Accountants 
We are pleased to record the re-election of Mr. C. 
J. G. Palmour as President of the Institute of Char- 


tered Accountants for the sixth successive year. © 


This is a unique event in the history of the Institute, 
and Mr. Palmour’s re-election will be welcomed 
in the profession generally. Mr. Harold M. Barton, 
who is also known to many members of the Society, 
has again been appointed Vice-President. They 
will have the good wishes of all our readers in their 
important duties. 


: A Hansom Cab Revival | 

Recent visitors to Incorporated Accountants’ Hall 
have rubbed their eyes on beholding a hansom cab 
plying along the Embankment. Are driver, horse and 
vehicle a set of Rip Van Winkles who have slept 
their long sleep and awoken together? No—so 
smart a turn-out must surely have come straight from 
the coach builder. And the sartorially inclined will 
pass a wistful kindly thought to the elegant cabby 
for his picturesque grey billycock and perfect driving 
ulster. Besides, horse and cabby alike show an im- 
penetrable sang froid and a proud indifference to 
such twentieth-century traffic as still moves on the 
face of wartime London, including the red omnibuses 
of the London Transport Board awaiting their com- 
plement of rush-hour travellers. Rumour suggests 
that the hansom is actually the wartime chariot of 
Sir Edward Wilshaw, the genial chairman and manag- 
ing director of Cable and Wireless, Ltd., the Society’s 
next door neighbour. 


Incorporated Accountants sigh with envy as they . 


turn away their admiring gaze, and add their compli- 
ments to the distinguished “ fare ’’ for this colourful 
revival in a somewhat drab London. 


Success of ‘‘ Wings for Victory ’’ Weeks 

Lord Kindersley has announced that, up to June 
12, the “ Wings for Victory ” campaign had already 
raised £4643 million in England and a further 
£50 million in Scotland, making a total of over £514 
million. This represents an increase of £47 million, 
or over 10 per cent., on the corresponding figure 
for last year’s “ Warship Weeks ” of £467 million. 
In themselves, these bumper figures may not mean 
a great deal. It is satisfactory to note, however, 
that the recent banking figures show an unmistak- 
able slowing down in the pace of credit expansion. 
The wartime increase in bank deposits, and even in 
notes, has not been disproportionate to the increase 
in the national income, and it -was to be expected that 
credit expansion would slow down as the war effort 
reaches its peak and the national income approaches 
stability once again. 


Taxation of Industry 


During the second reading of the Finance Bill Sir 
George Schuster made a notable contribution on the 
dangerous effects of the present system of taxation. 
His criticism was chiefly directed against the in- 
adequacy of tax allowances for expenditure. When 
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the rate of income tax was low, a refusal to allow 


certain expenditure as a deduction for tax purposes 
might not act as a very powerful disincentive to 
experiment and enterprise. But with income tax at 
its present rate the disallowance of expenditure could 
act as a complete deterrent. Sir George compared 
the British system of tax allowances adversely with 
that of the United States, arguing that British 
industry had been forced by taxation methods to 
stick to obsolescent machinery and patch up old 
buildings. This is a strong indictment, but few 
industrialists will disagree with it. If this country 


-is to resume her position as a great exporter after the 


war, and if there is to be a rising standard of living at 
home, it is up to the authorities to see that the enter- 
prise and adaptability of industry are not stultified 
by tax provisions. Another argument for a more 
flexible system of tax allowances derives from current 
theories of trade cycle control. Varying allowances 
could act as a useful instrument for the encouragement 
or discouragement of investment, according to the 
need. 
E.P.T. Repayments 

Mr. Henry Morgan, F.S.A.A., President of the Asso- 
ciation of British Chambers of Commerce, has been 
authorised to publish the terms of a letter from the 
Chancellor of the Exchequer to Sir Arnold Gridley, 
K.B.E., M.P. The Chancellor did not agree with tle 
suggestion that Section 37 of the Finance Act, 1942, 
dealing with post-war repayments of excess profits 
tax, failed to carry out the intentions of the Govern- 
ment as expressed in his statements, in the House of 
Commons.’ The words “or by any other means 
whatsoever ”’ must be construed with the words pre- 
ceding them in the section, which defined the nature 
of the conditions which Parliament might impose ; 
they were inserted solely to ensure that, in addition 
to payment of dividends and the issue of bonus shares 
or debentures, any other device whereby the post-war 
credit could be distributed for the benefit of share- 
holders would also be covered. Sir Arnold had also 
pointed out that the precise conditions had still to 
be determined by Parliament, and that the date of 
repayment had not yet been fixed. The Chancellor’s 
reply to this was that the nature of the conditions 
had been defined, and that was as far as the matter 
could be carried at present. The precise date of 
repayment would depend on the duration of the war 
and the duration of E.P.T: Moreover, no final com- 
putation of the post-war credit could be made during 
the war period, because the whole or part of the tax 
paid at the 100 per cent. rate might have to be repaid 
because of subsequent E.P.T. deficiencies. 


Shareholders’ ‘‘ Commissarissen ”’ 


The interesting suggestion that British companies 
should adopt the Dutch system of “ commissarissen ’ 
is contained in a recent article in the Financial News. 
The “‘ commissarissen ’’ are elected representatives of 
the shareholders (om occasionally of other interested 
persons, such as debenture holders) with wide powers 
of supervision: their functions in relation to the 
directors are compared with those of Pastiament in 
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relation to the Cabinet. The system in Holland is 
the result of gradual development over the past 
century, but the position and responsibilities of the 
supervisors were defined in the company law of 
1928. The powers allotted to them vary widely, 
being dependent on the articles of the individual 
company ; but unless the articles otherwise provide, 
they have power at any time to suspend any of the 
directors. They may be authorised to conduct the 
management of the company’s affairs in the absence 
of directors, but normally their functions are not 
administrative. They often represent the company 
in the event of a conflict of interest’ between the com- 
pany and individual directors, and their consent or 
ratification may be required to important transactions, 
such as the alienation or mortgaging of real property. 
The expert who reports on the balance sheet and 
profits and loss account and also supervises the book- 
keeping is frequently appointed by the ‘ commis- 
sarissen.”” The system has proved satisfactory in 
practice in Holland, but we agree with the Editor 
of the Financial News in foreseeing considerable 
opposition to its introduction in this country, where 
it would be a complete innovation. Boards of directors 
of most British companies enjoy the confidence of 
their shareholders, and the introduction of a new 
body of ““supervisors ’’ would create a delicate situa- 
tion, which would call for an almost impossible degree 
of tact and goodwill on the part of both directors and 
supervisors. There would be an obvious danger that 
the functions of the latter would either become purely 
formal, or lead to friction and an atmosphere of 
suspicion and derogate from the directors’ responsi- 
bility for the conduct of the company’s affairs. 

We do not think the suggestion will find favour in 
responsible quarters in Great Britain. 


Incorporated Accountants’ District. Societies 
We have noticed recently commendable recrudes- 
cence of activity on the part of District Societies of 
Incorporated Accountants. It is realised that mem- 
bers and the comparatively few examination candi- 
dates who are available are carrying a considerable 
burden in relation to professional work, and have 
many other duties out of office hours, but it is most 
desirable that the work of the District Societies should 
be maintained, even on a very reduced scale. The 
President of the Society has particularly interested 
himself in this aspect of the Society’s work. Last 
month he was present at an interesting function given 
by the Liverpool District Society to the Lord Mayor 
of Liverpool, Alderman R. Duncan French, F.S.A.A., 
which was keenly supported by the Liverpool mem- 
bers. The occasion was a special one, as it was the 
first time that an Incorporated Accountant had held 
the office of Lord Mayor of Liverpool. The President 
will pay a visit to the Yorkshire District Society 
during July, and will attend a luncheon to be held 
at Leeds. On his visits to the provinces, the President 
has an opportunity of meeting the Committees and 
ascertaining their views on current questions. The 
annual reports which are now being received—two 
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are published in summarised form in this issue— 
show an encouraging desire on the part of the Com- 
mittees to prepare the ground for the important 
duties which will be entrusted to the District Societies 
at the end of the war. We hope the Council will 
have an opportunity of meeting representatives of 
the Branches and District Societies‘in London to 
discuss with them many important questions selating 
to the Society’s affairs and the profession in general. 
Meantime, it is desirable that where meetings have 
been arranged members will make some effort to 
support the respective Committees. The thanks of 
the Council are due to the Presidents, Committees 
and Honorary Secretaries, who have dealt with the 
business of the District Societies under very difficult 
conditions. 


The Colonies and Investment 


Lord Hailey, in the course of a recent address to the 
Royal Society of Arts, said that in recent years more 
than 200 Acts had been passed dealing with the con- 
ditions of labour in the colonies. This marked a 
notable change of outlook from the earlier neglect of 
these questions. It was necessary to review the 
methods by which a colony should obtain an appropri- 
ate share of the profits of private enterprise, and our 
primary concern must be the welfare of the colony, 
not the interests of the investor. ‘But while the welfare 
of the colony required the use of foreign capital we 
must avoid measures which might dry up the source ~ 
from which it came. It might well be that for some 
years after the war external capital investments . 
would be subject to control, and steps might be taken 
to divert them to the colonies rather than to foreign 
countries. He would prefer the encouragement of 
conditions in the colonies which would make invest- 
ment profitable, rather than that the Chancellor of 
the Exchequer or the Governor of the Bank of 
England should tell people where they should invest — 
their money. He did not believe that the expansion 
of secondary industries in the colonies would in the 
long run be prejudicial to our home markets. There 
should be a little more courage and willingness to take 
risks in putting out capital. He was certain that 
Great Britain would in future make greater use of 
means such as those already used under the Colonial 
Development Act, 1940. 


Company Law Reform 
As we go.to press we understand that the President 


“of the Board of Trade will make a statement in the 


House of Commons—probably before this issue is in 
the hands of subscribers—with regard to the setting 
up of a Departmental Committee to enquire into all 
aspects of company law and practice. It is expected 
that the chairman will be Mr. Justice Cohen, and that 
the Committee will include members drawn from 
professional bodies, business organisations, and 
financial institutions. We hope it may be possible to 
include a fuller announcement in our next issue. 
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ENTERPRISE 


There is general agreement about the main objec- 
tive of post-war policy. In the plain language of the 
nineteenth century, it is peace and prosperity for 
our people. In the modern jargon, at once less elegant 
and less accurate, it is ‘‘ social security and full 
employment.” 

But on how to attain the goal the widest differences 
of opinion exist. The age-old controversy, labelled 
alternatively “collectivism versus capitalism,” or 
(again in the ugly modern jargon) “ planning versus 
private enterprise,’”’ still rages as fiercely as ever, and 
has recently been the subject of a number of notable 
speeches by men in the public eye. The discussion 
usually has as its starting point the indisputable fact 
that the economic problem which will face us in this 
country at the end of the war will be formidable. 

We depend for the maintenance of our standard of 
living in much greater measure than most countries 
on ye gia foodstuffs and materials. But at the 
end of the war our ability to pay for these imports 
is likely to be gravely impaired. We shall have lost 
the great bulk of our overseas investments, which 
used to contribute some {200,000,000 annually in 
interest and dividends, and thus enabled us to import 
about one-sixth of our requirements without payment. 
The earnings of our national mercantile marine will, 
in all probability, have dwindled. The established 
foreign markets for our exports will have been lost 
or put in jeopardy. ; 

To compensate for these handicaps, it will be 
necessary, according to a much-quoted estimate, to 
increase our exports by 50 per cent. above pre-war. 

How is that to be done? The answer which 
commands universal assent is ‘‘ By enterprise.” 
It is to be remarked that even most of those who 
hold that in the domestic sphere the. motive force 
which will assure the rebuilding of our war-battered 
towns and industries should come from Government 
offices in Whitehall, or perhaps from public service 
corporations not operating for profit, are content to 
agree that the export trade must remain in the 
hands of “‘ private enterprise.” 

The case is tacitly conceded that so far as exports 
are concerned, “ private enterprise”’ is the most 
satisfactory and most efficient system. But where 
production or trade for the domestic market is con- 
cerned, a multitude of counsels now prevails. Some 
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people assail the ‘‘ profit motive,”’ saying that as an 
incentive to industry, it must be replaced by higher 
motives. Others complain of the “ wastes” and in- 
efficiency of competition. Others again maintain that 
private enterprise inevitably leads to monopoly and 
restriction, and that the cure for that condition is to 
convert. private monopoly into public monopoly by 
nationalisation (or, in the modern jargon, “ socialis- 
ation ”’) of the principal means of production. 

All these approaches converge in a vague but wide- 
spread clamour for more Government “ control’’ of 
industry after the war. Control, of course, there 
must be, particularly in the difficult transition years. 
But control cannot take the place of motive power : 
a car with the finest brakes and steering gear 
imaginable is useless if it has an inefficient engine. 

Of the engine which drives the economic machine, 
as a very little reflection will show, the profit motive 
is an absolutely indispensable constituent. A system 
which forbade every man to think first of himself 
and his family—and that is what the profit motive 
means—would be a sheer impossibility. Without 
doubt the profit motive should be tempered and 
refined by other motives such as patriotism and 
altruism, but there is, nevertheless, not the slightest 
need to apologise for it. : 

In the words used by Mr. Richard A. Witty in his 
presidential address to the Society of Incorporated 
Accountants and Auditors, “‘ let us state boldly that 
the profit motive is an honourable motive.’’ Let us 
agree, too, with the thesis advanced by Mr. Ralph 
Assheton, Financial Secretary to the Treasury, in 
his admirable address on “‘ Enterprise ’’ before the 
Engineering Industries Association, that no sub- 
stitute for the profit motive, and for the private 
enterprise by which it is inspired can be found in the 
exemplary loyalty and efficiency of the Civil Service, 
which is organised for the utterly different function 
of administration. 

The complaint that private enterprise is wasteful 
and inefficient too often springs from the dictatorial 
standpoint that the ordinary consumer does not 


_know what he wants and what is good for him, and 


that some central authority has both the right and 
the competence to impose its choice upon him. 

Of all the criticisms of the private enterprise 
system, the assertion that it leads to monopoly and 
restrictiveness is by far the most cogent. But the 
remedy is surely not that socommonly recommended, 
namely, to convert private monopoly into public 
monopoly, but to deal with the conditions which 
make private monopoly possible. 

The State has every right, as Mr. Assheton said, to 
lay down rules within which private enterprise should 
work. Let it then revise and strengthen those rules, 
eliminating privilege and protection, under which 
monopoly and restrictiveness develop and flourish. 
Let it insist on publicity of accounts! Let it deal 
with abuses of the patent law! Let it expose the 
monopolies to the cleansing action of competition ! 
This, surely, is the main fruitful field for Government 
“‘ control,” control of the constructive and energising, 


not the negative and paralysing type. 
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- The Finance Bill 


[CoNTRIBUTED] : 


The debate in the House on the Budget proposals 
and the Finance Bill was both animated and discursive. 
In the main it provided an admirable back-cloth for 
one or two reasoned and trenchant speeches dealing 
with the general effect of taxation on industry, prob- 
ably the best being that by Sir George Schuster. 
Most accountants will appreciate the following quota- 
tion: ‘‘ Income tax must be levied on true income. 
. . . Profit calculated for tax purposes by the revenue 
authorities really in fact means something quite 
different from profit as reckoned by the prudent and 
progressive business man.”” There is the meat of the 
matter, the real burden of industry’s complaint against 
taxation to-day. True, the effect of certain war-time 
provisions (e.g. special depreciation allowances) 
narrows the gap between “ business ’’ and “‘ revenue ”’ 
profits; that is not enough, a permanent and long- 
term policy is required. Hence the great interest in 
the Chancellor’s announcement that he has instructed 
the Board of Inland Revenue to carry out an investi- 

ation into the effects of taxation upon the industrial 
ife of the country, with special reference to the 
desirability of differential taxation on profits ploughed 
back into industry and business. The Treasury and 
Board of Trade are to be associated with this enquiry. 


In the- course of his remarks the Chancellor paid . 


tribute to “useful discussion with industrial and 
commercial bodies and the accountancy profession.” 
Without doubt the future will afford ample scope for 
clear thinking and well-advised action by the pro- 
fessional bodies and by the many accountants who 
assist and advise Chambers of Commerce and other 
trade organisations. 
. Terminal Losses 

Industry will welcome the assurances given that 
terminal losses will be allowed for E.P.T. purposes, 
even although incurred in the post-E.P.T. period. 
Only when the time is actually upon us will it be 
possible to determine the full range of the burdens 
which industry will have to bear in the difficult 
transition period. Meanwhile it is comforting to have 
most authoritative and precise assurance of intention 
to avoid the major error of the last occasion when the 
trading community was left to work out its own 
salvation unaided, with depression failures and un- 
employment as the inevitable result of the purblind 
policy of subjecting the economic structure to intoler- 


able strain. 


One of the most remarkable features of the debates 
was the unanimity with which members approved a 
“pay as you go”’ system of income tax on salaries 
and wages, and the cordial references made to 
Canadian experiments and United States proposals in 
the same sphere. Members evidently envisage that 
serious problems will arise from the present deduction 
in arrear system, when the cesSation of war industries 
causes drastic changes in the terms of employment. 
No one in the House produced a scheme which met 
the objections of the Treasury Minute on the subject 
of a year ago, but members are obviously far from 
satisfied that this is the last word and more will 
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certainly be heard of this problem. The Chancellor 
indicated that information on the United States de- 
bates on the subject would be available in the Com- 
mons Library—it would be useful if this could become 
more widely available. 

New clauses were proposed on various points, but 
in most cases where there was any substance in these 
the Government speaker was able to assure the House 
that the matters could be put right administratively. 
This has been a welcome feature of Revenue practice 
in recent years, and there is no doubt that administra- 
tive action by an enlightened and sympathetic Board 
of Inland Revenue is one of the best means of im- 
provement in taxation practice. The problem remains, 
however, of ensuring that the Department’s practice 
shall be as well known to the tax-paying community 
as to the officials. H.M. Inspectors of Taxes have an 
enviable reputation for fair-mindedness, but active 
benevolence in seeking out and applying concessions 
to individual cases is asking rather much of an over- 
worked Department. 

Professional Expenses 

A proposed new clause of interest to the profession 
was one which provided for the deduction of profes- 
sional subscriptions in arriving at the Schedule E 
assessments of employed accountants. In reply, the 
Chancellor stressed the narrower field of expenses 
allowable for Schedule E as compared with the Sched- 
ule D rules, and he refused any concession, saying that 
these subscriptions must continue to be allowed only 
where membership of the professional body concerned 
is a condition of the appointment. This, of course, is 
seldom true in the strict sense, although in most of the 
larger professional firms the senior staff would not be 
employed were they not members of one of the recog- 
nised professional bodies. The amount of tax cannot 
be great, and it is to be regretted that the Chancellor 
could not make a gesture by allowing this concession. 
A partial remedy would be for employers of qualified 
staff to require that the qualification be maintained. 

In the House much was said, and in the Press more 
has been written on the subject of Easter Offerings, 
and a good deal of very mundane heat seems to have 
been engendered in other-worldly circles over this 
matter. A new clause exempting from tax Easter 
Offerings up to. a maximum of {50 was prepeeee in the. 
House and keenly debated. The fact is Easter 
Offerings are part of the clergyman’s emoluments and 
as the Chancellor said, “‘ If he did not have that office 
he would not be getting any Easter Offering.” It does 
not seem to be generally realised that the case law on 
the subject is quite exhaustive and very definite, and 
was decided many years ago so that the point is not 


Disposal of Stocks 

The highlight of the Committee stage was the dis- 
cussion on the new clause regarding disposal of com- 
pany stocks at less than market value, in conjunction 
‘with subsequent re-sales and associated share trans- 
actions which have the effect of removing the profit 
from the ambit of E.P.T. The method was gfven fairly 
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wide publicity in the daily press, and it is not proposed 


‘to go into mote detail here. The clause was eventually 


passed. The interesting point is that here we have a 
transaction or series of transactions which is generally 
considered as constituting fraudulent evasion of tax, 
yet apparently it is not caught by the statutory 
provisions—although everyone thought the net of 
Section 35 was fairly wide. So we have the position 
that the Finance Acts evidently do not embody 
principles which everyone recognises and is prepared 
to apply without hesitation. Where the matter is one 
of doubt it is understandable that the Finance Acts 
may represent an approximation only to the desired 
standard due to difficulties in drafting, but where there 
is no doubt it is submitted that it should be perfectly 
possible to set the accepted principles down with 
precision. If they cannot be so set down, if it requires 
numerous separate clauses to deal with particular 
matters, the suspicion is bound to arise that the prin- 
ciples are confused and not properly understood. In 
artistic circles little is thought of the fellow who says 
“‘T don’t know much about art but I know what I 
like.” Are we not approaching a similar position in 
taxation nowadays ?—‘‘ We don’t know much about 
the principles of taxation but we do know income 
when we see it.”” Superficially, that is a reasonable 
and rational comment ; actually, it is as meaningless 
as the comment of the would-be connoisseur. This 
attitude, if it persists and develops, must be destruc- 
tive of all principles of taxation, and taxation at the 
discretion of the assessing authorities must become 
the general rule. The subject is one which cannot be 
discussed fully in this article, but it is offered as a 
reflection aroused by perusal of the Commons debates. 


July, 1943 


Pensions Appropriations 

Another matter debated at length was lump-sum 
contributions made to initiate superannuation schemes 
or to introduce new members into existing schemes at 
later than the usual age. The official view is that these 
payments are in effect payments on account of “‘ back 
service,’ and as such are not allowable for E.P.T. pur- 
poses. But it seems that this contention was not 
accepted in a recent case which was taken to appeal. 
The argument of the protagonists of the new clause 
lacked neither variety nor audacity, but it was firmly 
rejected by the Chancellor and his faithful supporters. 

The extension of the allowances in respect of 
housekeepers and dependent relatives is well known 
by now, and the debate was only remarkable for the 
endeavours of various members to obtain still further 
concessions. The Chancellor’s withers remained un- 
wrung. 

This Finance Bill itself is disappointing in many 
ways, since it failed to give more than trifling relief on 
issues affecting E.P.T. despite representations from 
responsible quarters during the past year. 

The debate was worthy of a better Bill since it 
disclosed that in all parts of the House, not least on 
the Government bench, there is a live and growing 
consciousness that taxation is a potent force in the 
economic life of the country and a realisation that a 
system which has served us well in the past will re- 
quire drastic modification for the future. 

The robust and progressive economy to which we 
all look forward, hopefully, will only be able to pro- 
vide revenues adequate to the expanded communal 
needs, if the levies are imposed in-ways which do not 
discourage enterprise. 


Incorporated Accountants Honour 
the Lord Mayor of Liverpool 


To mark the election as Lord Mayor of Liverpool of 
Alderman R. Duncan French, J.P., F.S.A.A., a dinner 
was held on June 4 by the Incorporated Accountants’ 
District Society of Liverpool. 

Mr. J. Boucher, President of the Liverpool Society, 

resided. In addition to the Lord Mayor the guests 
included Mr. Richard A. Witty (President of the Society 
of Incorporated Accountants), Mr. Henry Morgan (Past 
President of the Society), Alderman Sir Sydney Jones, 
J.P. (formerly Lord Mayor of Liverpool), the Mayors 
of Birkenhead, Wallasey, Bebington and Crosby, Mr. 
George Leather and Mr. Kenneth Lyon (President and 
Hon. Secretary of the Liverpool Society of Chartered 
Accountants), Mr. W. H. Baines (Town Clerk of Liver- 

1), Mr. A. A. Garrett (Secretary of the Society of 
corporated Accountants) and Mr. Ernest Dodd, the 
Lord Mayor’s Secretary. 

The Chairman, proposing the toast of ‘“ The Lord 
Mayor,” said they were very proud that one of their 
members should have been selected to be chief citizen 
of that great city. Liverpool had had many great 
Lord Mayors. They were confident that at the close 
of Alderman Duncan French’s Lord Mayoralty the 
citizens would say he had handed down the office with 
its dignity unimpaired. He entered the city Council 
in 1922 and became an Alderman in 1938. He had 
served on several important committees, but his prin- 
cipal service to the city had been as a member since 


1922 of the Housing Committee, of which he became 
Chairman in 1931. Liverpool had spent more than 
£25 million in building some 40,000 houses. The annual 
rent roll exceeded a million pounds. To have retained 
the chairmanship of the Housing Committee for eleven 
years proved that Alderman Duncan French had both 
business aptitude and a sympathetic realisation of the 
necessity for the improvement of the housing conditions 
of the lower paid workers of the city. 

Notwithstanding his civic work, the Lord Mayor had 
not been an inactive member of their Society. He 
had been an Incorporated Accountant since 1894. 
He was at one time Hon. Secretary of the Liverpool 
Society, and since 1934 had audited the accounts. 
They wished the Lord Mayor the best of good fortune 
in the remainder of his term of office. 

The Lord Mayor, responding, thanked Mr. Boucher 
for the kind things he had: said, and added that it was 
an additional pleasure to know that the President of 
their Society, Mr. Witty, the Secretary, Mr. Garrett, 
and Mr. Morgan, a past-president, had taken the trouble 
to travel to Liverpool in his honour. It was half a 
century since he came to Liverpool to complete his 
articles with the late Mr. John Stubbs. He had been 
a member of the Society nearly fifty years. He men- 
tioned the names of some of his old associates with whom 
he had attended some very enjoyable conferences, 
including Mr..C. Hewetson Nelson and his brother, 
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Mr. W. E. Nelson, father of their energetic District 
Society Secretary. He believed Sir James Martin was 
the inspired genius of their great success. He had had 
a wonderful experience since he was elected Lord Mayor. 
To the best of his ability he would uphold the traditions 
of the profession and of the city. 

Sir Sydney Jones, proposing the toast of “‘ The Society 
of Incorporated Accountants,” said he could not imagine 
what the business world really was like before account- 
ancy was established, and therefore he had the greatest 
respect for its members. There was no one for whom 
he had a greater respect than the present Lord Mayor, 
who had been most kind and helpful. If he might look 
into the future, he considered that recent experience 
had clearly indicated the need for a measure of decentrali- 
sation in the affairs of the country in regard to govern- 
ment, industry and commerce. They recognised the 
great importance of the metropolitan city, but he hoped 
that those who directed their affairs would get into the 
habit of taking a train to Liverpool and other large pro- 
vincial cities to understand and appreciate the importance 
of the business and industry of those great centres. 

Mr. Richard A. Witty (President of the Society of 
Incorporated Accountants) said he had been asked to 
convey the congratulations of the Council to Alderman 
Duncan French, who by holding the distinguished 
position he occupied conferred a great honour on the 


The District Society work was in some measure a 
reflection of the important functions of the accountancy 
profession and of the principle of decentralisation, to 
which Sir Sydney Jones had so aptly referred and with 
which he (Mr. Witty) was in agreement. The work of the 
profession was bound to increase in the coming years, 
particularly in the post-war period, and more especially 
in connection with post-war reconstruction. There were 
something like thirty thousand qualified accountants 
in the country, and yet most of them knew that if 
theré were a larger number still available they could 
certainly be used. He had no hesitation in saying 
that another ten thousand would be required in the 
coming decade in order to meet the demands which 
were bound to be made from every side. 

The qualifications of an accountant did not necessarily 
mean merely the passing of a final examination and 
earning the right to put certain letters after one’s name 


- Export 


Orthodox methods of cost accounting have been 
criticised in recent discussions of export policy. Thus, 
a correspondent in The Times has argued that the 
orthodox conception of costs, with overheads imputed 
to different departments of the business, does not give 
a manager the information he needs, since in deciding 
whether to accept or refuse an order he is not concerned 
with the standing charges of the business, but only with 
the direct costs of completing a particular order. The 
order will be worth accepting if it provides any excess 
over direct costs; and a method of computing costs 
which shows a higher cost as turnover falls, the argu- 
ment runs, is misleading. It is further argued that, if 
there is general unemployment, the cost to the nation 
will be less even than the direct costs of the manufact- 
urer, since if the wages were not paid the Exchequer 
would be the loser by the cost of unemployment allow- 
ances and lower tax receipts. 

On the first point, it can surely be said that it has 
always been recognised that, in a weak market, a com- 
petitive business could only lose by refusing an order 
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denoting membership of a society. ification was 

ing to mean a great deal more than that. It would 
be demanded of the accountant that he should have 
the fullest possible knowledge of relevant aspects of 
government and of municipa! and business life in order 
that he might be prepared to advise clients on any 
matter which might be referred to him. It used to 
be a truism to say that the accountant’s career really 
only started when he passed his final examination. 
That was going to be still more true in the future. 
The evolution of business would demand an ever widen- 
ing basis for the accountancy profession. Perhaps he 
was expressing a personal opinion, but he knew it was 
very largely shared, when he said that a qualified accoun- 


‘tant who entered into commerce and industry was a 


valued member of the profession still. He refused to 
think that such a man would have to be considered as 
having left the profession but rather that he had widened 
the boundaries of the profession and still remained a 
member of the profession. 

It followed that the standard of admission to any 
accountancy body must be not only maintained but 
made even higher. They must demand a higher educa- 
tion and a greater experience before an accountant 
obtained membership. Reconstruction really did mean 
reconstruction of the whole industrial edifice, and he 
thought it was the realisation of that fact which made the 
leaders of the profession consider and discuss the question 
of co-ordination of the accountancy profession. It was 
realised they ought to put their own house in order 
as a preliminary to being in a position to advise others 
who might be desirous of entering upon the same process. 

Alderman J. Pennington, Mayor of Wallasey, propos- 
ing the health of the President of the District Society, 
said Mr. Boucher was Treasurer of the enterprising bor- 
ough of which he was Mayor. Mr. Boucher looked 
after the finances of the town with a resolution and 
devotion to duty which were beyond praise. j 

Responding, Mr. Boucher expressed the hope that 
all members would extend a full measure of sup 
to the functions and lectures arranged for them. e 
Liverpool District Society did ‘not take second place to 
any District Society in the country, and they hoped 
to keep that record. He concluded by acknowledging 
the valuable services of their Honorary Secretary, Mr. 
Bertram Nelson. 


Costing 


which covers direct costs with any margin at all, how- 
ever small. It is difficult to believe that commercial 
managers can ever have been induced to quote excessive 
prices by the misuse, for the purpose of price-fixing, 
of cost figures which include a due proportion of over- 
heads. Since total costs can only be arrived at by adding 
a certain proportion of overheads to the direct costs, 
moreover, there can never be any difficulty about 
splitting up figures of total costs into their direct and 
indirect components. 

As to the suggestion that, from the national point 
of view, it may well be profitable to sell goods abroad 
at less than the out-of-pocket cost to the individual 
manufacturer, this is surely no more than dumping 
rediscovered. Apart from the retaliation invited by any 
country which attempts to export its unemployment 
problem in this way, giving goods away virtually free 
to the foreigner’ is surely a most expensive ‘means of 
maintaining employment at home. At this stage, it 
should be possible to assume that employment will be 
created, if necessary, by spending projects which pro- 
duce assets of real value to the community. 
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“Moneys Not Required” " 


By R. A. FRICKER, Incorporated Accountant 


No definition or guidance is given in the enactments 
relating to Excess Profits Tax as to the precise meaning 
to be attached to the phrase, ‘‘ moneys not required 
for the purpose of the trade or business” used in 


Paragraph 3, Part II, Seventh Schedule, Finance (No. 2). 


Act, 19 

The basis of the method which Inspectors of Taxes 
are now seeking to apply is the lowest cash balance, 
taking all accounts together, during an accounting 
period, this balance being regarded as the amount of 
cash which remained unused throughout that period. 
Apparently it is then maintained that, subject to a 
margin for contingencies, the amount so found to have 
been unused is the amount “ not required” for that 
period, but two questions arise with regard to this 
conception—is a sum which is not used necessarily not 
required, and what period is relevant in considering 

uirements ? 

n the first place, if the argument means that cash 
not used is necessarily not required, it must surely be 
wrong, as it ignores the different meaning of two quite 
ordinary . Cases will readily be recalled in which, 
for instance, cash has clearly been required for a certain 
purpose but has not yet been used because it has not 
= amounted to a sum sufficient for that purpose. If, 

, it be argued that it is only the net sum after 
deduction of the margin for contingencies that is regarded 
as not required, the question presents itself as to what 
requirements are allowable under the heading of 


contingencies. 
Relevant Period 
Secondly, as regards the period relevant in senenenes 
requirements, the official scheme is understood to be 
based on the view that for this p each accounting 
period can be separately considered in isolation from 
other periods and that consequently any cash not in 
fact used during a particular period correctly represents, 
subject to a margin for contingencies, the moneys not 
required during that period. In business administra- 
tion, however, hardly any business of much size ¢an 
take such a view in assessing its requirements. For 
example, in various businesses contracts extend over 
lengthy periods and programmes of capital expenditure 
or expenditure on renewals or the development of the 
business commonly entail planning considerably in 
advance. It is in i to observe that under 
ph 11,- Part I, Seventh Schedule, Finance 


(No. 2) Act, 1939, a proportion of the profit on contracts 


extending beyond an accounting period is required, 
unless the Commissioners, owing to any special circum- 
stances, otherwise direct, to be attributed to the 
accounting period having regard to the extent to which 
the contract was ormed therein. Is it unreasonable 
to suggest that, if it is required to bring into account in 
year 1 a proportion of the profit earned on completion 
of a contract in year 2, then funds accumulated in 
year 1 for financing the contract but not expended 
until year 2 should be regarded as required in year 1 
seeing that without them the profit would not have 
been earned ? Moreover, under Section 33 (2), Finance 
Act, 1940, the balance of a deduction from profits which 
is not allowed as reasonably and properly attributable 
to an accounting period has to be treated as attributable 
to such other accounting period or periods as the Com- 

missioners think proper and this section thus specifically 
requires a view which is not limited to any one accounting 


period. In the case of Excess Profits Duty, one of the 
circulars issued said: ‘‘ Capital which is or will shortly 
be required for the purposes of a business will for Excess 
Profits Duty be treated as capital employed in the 

To have regard only to one accounting period is, 
therefore, considered too narrow a view, but, on the 
other hand, it can hardly be contended that in no 
circumstances would any funds ever become redundant. 
The solution would appear to lie in taking a view which 
would embrace a reasonable period of time, if necessary 
— having regard to the circumstances peculiar to 

each type of business and to each particular case. 
There is another direction in which it is considered 


_ that support may be found for the contention that the 


official scheme is too narrow in its interpretation of the 
word “ required ” and too limited in its restriction to 
the events of one accounting period, and it is of some 
interest that this may be found in some statements of 
oS foo Prime Minister when he was Chancellor of 
chequer. 
Requirements for Sur-tax 

It will be recalled that Mr. Churchill, as Chancellor 
in 1927, introduced the provisions of that year’s Finance 
Act which, inter alia, amended Section 21, Finance 
Act, 1922, the original section dealing with super-tax 


' (now sur-tax) in relation to companies. By Section 21 


it was provided, in the case of certain companies which 
were defined for the purposes of the Act, that if a 
reasonable proportion of the profits of a company 
were not distributed to the shareholders as income, then 
the Inland Revenue Authorities were given power to 
treat the whole of the profits which accrued to the 
company as if they had been distributed and to follow 
those profits to the shareholders and charge the share- 
holders the super-tax to which they would become 
liable if those profits raised their income above the limits 
on which super-tax was chargeable. The proviso to 
Section 21 (1) read: ‘ Provided that, in determining 
whether a company has or has not distributed a reason- 
able part of its income as aforesaid, the Commissioners 
shall have regard not only to the current requirements 
of the company’s business, but also to such other 
requirements as may be n or advisable for the 
maintenance and development of that business.” The 
use of the word “ requirements ” will be noted and also 
the fact that requirements were considered to include 
the maintenance and development of a business, and in 
referring to this proviso, Mr. Churchill stated that it 
was a very careful definition for the guidance of the 
Special Commissioners and the Board of Referees. This 
proviso was affected by the amendments introduced 
in 1927 but only to the extent of excluding sums from 


being regarded as applied or applicable to the require- 


- ments mentioned which were applied towards payment 


for the business, in redemption or repayment of share 
or loan capital or debt issued or incurred towards 
payment for any such business, in meeting any obliga- 
tions in respect of the acquisition of any such business 
or in pursuance or in consequence of any fictitious or 


Sur-tax Decisions 
The super-tax pro embodied in the Finance 


posals 
Bill, 1927, produced considerable opposition and pro- 
longed discussion in the House of Commons and various 
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made. When the Bill 


been used in practice. He stated that 40,000 was the 
number of private companies brought within the scope 
of the 1922 Act, that in 550 cases directors had been 
asked to furnish returns, that in 250 cases super-tax 
was claimed, that in 128 out of these 250 cases there 
was an appeal to the Special Commissioners, and that 
in 11 out of those 128 cases there was a further appeal 
to the Board of Referees. He then gave some examples 
of the decisions given by the Special Commissioners 
and the Board of Referees, claiming that these typical 
examples showed that the ordinary course of business 
had not been interfered with and that no business 
fide commercial purposes had been 
He said that the examples were chosen so 
as to respect and safeguard the principle of secrecy 
and that although he had no personal knowledge of 
whom the instances concerned, he knew that the cases 
were actual and authentic. The following is a tabulation 
of the cases which he instanced, which will be found in 
Hansard for July 4, 1927, Vol. 208, Col. 896 :— 


Type of Business Income or Dividends 
Profit Declared . 
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business) as within the term. It also appears that 
funds not yet in tse were admitted and that it was not 
essential that actual commitments should have been 
entered into (provision of reserves, for example, having 
been accepted). Requirements, therefore, ©. wegenea ff 
depended upon need and plan or intention, 

upon present use or commitment. 


Application to E.P.T. 

It is appreciated that in applying these considerations 
to Excess Profits Tax one is applying them to a different 
Act concerning a different tax. On the other hand, the 
word “‘ requirements "’ used for the purpose of super- 
tax (now sur-tax) is very close to the word “ required "’* 
used for the purpose of Excess Profits Tax and, in fact, 
the word “‘ requirements "’ has been used by the present 
Chancellor in referring to Paragraph 3, Part II, Seventh 
Schedule, Finance (No. 2) Act, 1939. It may well be 
asked, therefore, whether a company could possibly 
have funds deemed to be required under the sur-tax 

visions but held to be “‘ not required’’ under the 
cess Profits Tax provisions. For the purpose of 
sur-tax, the legislation, as construed in the cases men- 
tioned, permitted a broad but reasonable view, and as" 


Reason which satisfied the appeal tribunal that the retention 


of profit was necessary 


Year1 ... a . : , : 
Year ee 2 pp Foon Development of the business and extension of the company’s premises 
2. Not mentioned 13,000 Nil Provision for depreciation of the property 
3. Manufacturers 15,000 5,000 Extension of the company’s buildings and plant 
4. Manufacturers ..- 13,000 700 Current requirements of a growing business 
5. Textile Company... 54,000 5,000 Provision of reserves to meet trade competition 
6. Multiple Shop 
Yer! 44,000 13,000 7 
Ta? 48,000 14,000 { Maintenance of the existing business and acquisition of further shops 


Decisions of the ‘Board Ze Referees 
1. Stock and Share 


Dealing : 

. sor -. 7,000 Nil 

Year 2 ... - 8,000 Nil 
2. Hotel Proprietors 

Year 1... 13,000 Nil 

Year 2 ... 21,000. Nil 
3. Timber Merchants — 

ET Bose --- 28,000 Nil 

Year 2 ... 18,000 Nil 


Totals for 14 years £345,000 £45,700 
Average per year .. £24,643 , £3,264 


The amounts mentioned are very striking and, as a 


- matter of interest, the figures given b the Chancellor 


have been totalled and averaged. even greater 
interest, however, is the fact that the cases mentioned 
are not hypothetical examples but are actual cases 
on which the decisions of the appropriate appeal tribunals 
were accepted by the Revenue Authorities. Mr. 
Churchill also made the following statement of interest 
in considering what period is relevant in enquiring, for 
the purpose of Excess Profits Tax, whether moneys 
are required: -“‘ The individual or company might be 
building up reserves over a lengthy period of years, 


paying no dividends, strengthening their position, and 
yet would be able to make a case which the Board of 


Referees would unhesitatingly accept and 1 sm Md 
With regard to the meaning of ‘‘ requirements,’ 

be observed that the decisions contemplated capital 
sale eee (for example, extension of plant) and 
future expenditure (for example, development of a 


Inadequacy of issued capital and provision of the normal means of 
development 


{ Requirements of the company’s business 


ph 3, Part II, Seventh Schedule, Finance (No, 2) 

Act, 1939, does not in any way impose a more restricted 
view, it is suggested that cases in which that paragraph 
falls to be applied should be considered not less favour- 
ably, bearing in mind, however, that on account of 
war-time conditions, requirements in many cases will 
certainly have increased in chargeable accounting 


Employed and Required _ 

‘There is, however, one further point to which reference 
may be made. The relevant Finance Acts speak of 
capital employed which, by Section 14 (2), Finance 
(No. 2) Act, 1939, is to be computed in accordance with 
Part II of the Seventh Schedule to that Act, and it is 
possible that the Revenue might seek to argue that, 
although moneys may admittedly be required, they would 
not thereby necessarily be employ: The position, 
however, would appear to be that if moneys are required 
they are employed even although not in use, and apart 
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from this, the power to exclude any cash from capital 
appears limited to moneys which are not required. 


Investment of Reserves 

Even if a wider interpretation of requirements were 
to be conceded for Excess Profits Tax, there would 
remain much difficulty with regard to investments. 
In the case of reserves retained in the business, their 
objects may well be recognised as justifying the retention 
of cash as in certain of the cases mentioned by Mr. 
Churchill. In this event the amount of average capital 
employed would suffer no reduction in respect of moneys 
held on account of those reserves. If, however, the 
same reserves were invested, even temporarily, in outside 
securities, whether in Government securities or other- 
wise, average capital employed, under the provisions 
of Par. 6, Part I, and Par. 3, Part II, Seventh Schedule, 
Finance (No. 2) Act, 1939, would be automatically 
reduced accordingly unless the business in question 
comprised that of a building society or of a banking 
business, assurance business or business consisting 
wholly or mainly in the dealing .in or holding of 
investments. 

Investments for E.P.D. 

The Excess Profits Duty provisions regarding invest- 
ments were that, “ in estimating the profits, no account 
shall be taken of income received from investments 
except in the case of life assurance businesses and 
businesses where the principal business consists of the 
making of investments” and “ any capital the income 
on which is not taken into account . . . shall be deducted 
in computing the amount of capital. .. .”" In the cases 
of Bourne & Hollingsworth v. C.I.R., The Lincoln 
Wagon & Engine Co., Lid. v. CI.R., and Liberty 
& Co., Lid. v. C.I.R. (all in Volume 12 of Tax Cases 
at pages 483, 494 and 630), investments were not 
admitted as capital employed despite being needed 
respectively for’ (i) rebuilding of premises and heavy 
commitments for purchase of goods under forward 
contracts, (ii) financing of wagon purchases, and 
(iii) rebuilding and extension of business premises. 
There was also the decision by the House of Lords in 
C.I.R. v. The Gas Lighting Improvement Co., Lid. 
(12 T.C. 503) that “‘ investments ” in the Excess Profits 
Duty provisions, which, it will be noted, are similar 
to those relating to Excess Profits Tax, meant invest- 
ments in outside securities even if connected with the 
business and that investments wholly unconnected 
with the business would in no case be regarded as 
capital of the business. On the other hand, in the case 


TAXATION 


As a trade protection or similar association is usually 
a mutual association, and a man cannot make a profit 
' out of himself, it cannot be assessed to income tax on 
the excess of its income over expenditure, and the mem- 
bers’ subscription$’ to it cannot be allowed as trade 
expenses in their accounts except to the extent that 
it can be proved that the subscriptions have been so 
spent that had the subscriber paid away the money 
himself, it would have been an allowable expense. To 
prove this would mean dissecting the accounts of the 
association, and might be otherwise impracticable. 

Some associations can, of course, be assessed under 
the Acts. In the cases of those that cannot, a con- 
venient arrangement can be made between the associa- 
tion and the Board of Inland Revenue to overcome this 
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of James Waldie & Sons, Lid., v. C.I.R. (12 T.C. 113), 
certain trade advances were held not to be investments 
and to be capital employed in the lender’s business. 


Investments for E.P.T. 

As the law stands at present, except in the special 
cases of banks, etc., mentioned, all investments are 
ipso facto to be excluded from capital employed for 
Excess Profits Tax whether or not they represent 
necessary reserves, which, had they been retained in 
the form of cash, would have involved no diminution 
of such capital. As a consequence, there arises the 
anomalous position that the liability to Excess Profits 
Tax of two businesses will differ in amount when the 
only variation of circumstances is in their policies with 
regard to the form in which they retain such necessary 


reserves. 
‘Government Securities 

Apart from this, the position tends to act as a deterrent 
to investment in Government securities. The Chancellor 
has affirmed his confidence that the flow of funds will 
not be restricted because, by the operation of the rule 

i moneys not required, no advantage for 
Excess Profits Tax will accrue through leaving uninvested 
moneys which are, in fact, available for investment. 
The deterrent, however, remains in respect of moneys 
required for the purposes of the trade or business, but 
not in immediate use, and apart from this the amount 
regarded by the Revenue Authorities as surplus cannot 
be ascertained in advance of the agreement of com- 
putations. This may be considerably later. than the 
end of the chargeable accounting period concerned, and 
a long time after decisions to invest have to be taken 
and, in the meantime, the amount cannot be forecast 
with any degree of accuracy. . 

It has been suggested that a remedy for this situation 
would be found either by treating investments in War 
Loans together with cash and excluding from capital 
employed only such part of the aggregate as is not 
required or, alternatively, by including in capital 
employed all assets of the taxable unit, whether trading 
or otherwise. 

In the absence of any further provision relating to 
surplus moneys in the Finance Act, 1943, the position 
will continue to be governed by the provisions of the 
Finance (No. 2) Act, 1939. Each case should therefore 
be considered carefully and on its own merits, and it is 
suggested that if reasonable agreement is not reached, 
Inspectors should be requested to refer the matter for 
the consideration of their Head Office. : 


Trade Subscriptions 


difficulty. The arrangement provides for the association 
submitting to assessment, and for the allowance of the 
subscriptions in the members’ computations. 

The terms of this arrangement seem to be so little 
known that the following summary will be of value, 
particularly to our student readers. 

1) The arrangements apply only to Trade Protection 
oh ) miles associations admitted thereto by the Board 
of Inland Revenue. Applicants for admission must 
submit a copy of their rules and regulations, and furnish 
particulars of every subsequent alteration. Accounts 
of income and expenditure must be furnished to the 
Board annually. . 

2) For the purpose of computations of members 
ee. Cases I i II of Schedule D, payments (other 
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Sits teen se ees 2 6 eae es a 
allowed as-trade expenses. - 

(3) Any payment (other than loans, etc.) from the 
Association to a member must be credited in his profits 
computation in the year of receipt. Ifa member refuses, 
the amount will be disallowed as an expense of the 
Association. A list of payments to members, giving 
their names, etc., must be furnished by the Association 
immediately after the end of each year. 


(4) The Association is assessed on the surplus of its 


receipts over its expenditure. Receipts must include :— 


(a) All entrance fees, subscriptions, levies and other 
payments whatever (other than loans or payments 
of a capital nature) paid by members to the 
Association. 

(6) All other receipts of the Association other than 


interest, income from investments or other in- ; 


come otherwise chargeable to income tax. 

(5) Admissible expenditure embraces :— 

(a) Office, administration and management expenses. 
(6) Payments to members in of which the 
members account for tax under (3) above. 

(c) Payments to other persons (excluding trade pro- 
tection and similar associations which are not 
themselves under arrangement with the Board), 

.if the payments would have been allowable 
expenses of members if made by them. 

(2) Such proportion of payments (other than loans, 
etc.) to other associations not under a similar 
arrangement as the Board are satisfied have been 
actually expended by the recipient associations 


will be 
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in such a way as would make it an allowable 
expense if disbursed by a member. 


(6) Profits are computed according to the rules of 
Cases I and II, subject to the above provisions. Relief 
for losses is given under Section 34, Income Tax Act, 1918. 


(7) Any dispute is settled on appeal by the General 
or Special Commissioners, and the right of appeal to 
the High Court is maintained, subject to the Association 
not disputing its liability to be assessed or otherwise 
impugning the validity of the arrangements. 

(8) If the Association goes into liquidation or is 
otherwise dissolved, any accumulated funds distributed 
regarded as taxed income of the members arising 
at the date of the distribution. 


(9) The arrangement does not relieve the association 
of liability to be assessed on interest, etc., which is not 
included in its profits under (4) above. 

(10) Either the Board or the Association may termin- 
ate the arrangement as from the commencement of any 
year of assessment by written notice given on or before 
the preceding April 5. 

For N.D.C. and E.P.T., the subscriptions allowed 
for income tax are also allowed in the computations for 
these taxes. 

The Association is regarded as liable to E.P.T. if 
its profits exceed {10 per member. It is not entitled 
to a minimum standard, on the grounds that the profits 
really belong to the individual members; a profits 
standard is therefore appropriate. 

As to contributions towards schemes for the 
rationalisation of industry, reference should be made 
to Section 25, Finance Act, 1935. 


Taxation Notes 


Schedule B 

Some misapprehension seems to be prevalent regarding 
the assessment of non-agricultural land under Schedule 
B. Section 28(2), Finance Act, 1942, only trebled the 
annual value in the case of lands occupied for husbandry, 
leaving the assessable value of other land at one-third 
of the annual value. 


Tax-Free Obligations 

It is reported in a letter to The Times that the phrase 
in Section 25, Finance Act, 1941, “ has not been varied 
on or after that date ’’ as applied to obligations entered 
into before September 3, 1939, has been considered 
by the Special Commissioners on appeal, when they 
held that the use of the past tense disentitles a person 
to restore the full obligation unless he varied it 
before July 22, 1941, the date of the passing of the 
Finance Act. As he points out, this gives a construction 
that appears to be at variance with the intention. It 
also gives a curious result in that it would appear that 
a person could to-day enter into a new arrangement 
but cannot vary an old. The importance of the decision 
is that the charge deductible for sur-tax in the payer’s 
computation is 20-29ths of the sum payable, although 
he may have paid the full amount. 


E.P.T. Groups of Companies 

It is reported that the Revenue have now agreed to 
what we have raised more than once in these columns, 
viz., that the portion of the price of shares which rep- 
resents unrecorded goodwill need not be eliminated 
from the capital computation when eliminating inter- 


company holdings. 


- able remuneration under present. conditions. 


E.P.T. Reasonable Remuneration 

It may help ‘readers in deciding whether to appeal 
against a direction under Section 32, Finance Act, 1940, 
to know that experience shows that the Board of Referees 
are taking a very conservative view of what is a reason- 

Reali 
tion of the fact that the Board is not disposed to listen 
to nebulous claims of ‘‘ worth’’ may lighten their burden 
by deterring prospective appellants. 

‘**Pay As You Go”’ 

A reader has kindly sent in a copy of the article 
in the National Insurance Gazette of May 20, 1943, 
entitled : ‘‘ Income Tax in Relation to Social Security,” 
which contains suggestions for réform. This paper was 
submitted by Mr. A. T. Haynes, F.I.A., F.F.A., and 
Mr. R. J. Kirton, M.A., F.I.A., to the Institute of 
Actuaries, and is interesting reading. Inter alia, they 
suggest deduction of tax at a flat rate,.and a cash 
allowance for the present allowances. They would do 
away with the limit on the earned income allowance, 
but would impose compensating sur-tax. Reduced 
rate relief would be abolished, the personal allowance 
being increased to compensate. They suggest that the 
cash allowance be given in the form of coupons issued 
according to family status but irrespective of income, 
such coupons to be valid only against certificates of 
income tax deduction of equal amount in the same year. 
The coupons would be cashed at a post office, etc., or 
possibly by employers, or they could be banked. This 
courageous suggestion will no doubt receive careful 
consideration by the Revenue, who are considering the 
whole matter of “ pay : as you go.” 
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Sur-tax—Settlement—Income to be accumulated during ya 
of settlor—After death, fund with accumulations in trust 
Set child attaining 2i1—Trustees required to hand over 

trust fund to eldest son—Death g -_ t son in settlor’s 
lifetime—Whether income a hy came of age was his 
income—F.A., 1927, Section 38 


Hamilton-Russell’s Exors. v. ‘CLR. (C.A., April 1, 
1943) was noted in our January 1943 issue. In the Court 
of Appeal, the decision of Macnaghten, J., in favour of 
the appellant was unanimously reversed. Luxmoore, 
L.J., gave the only judgment. 

The settlement had been made by Lord Boyne in 
1918. His eldest son, the late G. L. Hamilton-Russell, 
became of age on October 17, 1928, and entitled to call 
for the transfer of all the funds and the accumulations 
thereof to himself. He did not do so; but allowed the 
trustees to continue receiving, accumulating, and 
investing in accordance with the trust deed until January 
18, 1939, when the total income accrued under the 
settlement since the coming of age amounted to £14,530, 
represented by various investments made in accordance 
with the settlement directions. He then called upon 
the trustees to discontinue further accumulation, to 
transfer the accumulation investments to him, and to 
pay the future trust income to him or as he should direct. 
The accumulation investments transferred to him in 
the tax year 1938-9 represented the whole of the income 
which accrued between October 17, 1928, when he came 
of age, and January 18, 1939. 

G. L. Hamilton-Russell died on June 2, 1940, and his 
executors were assessed to sur-tax in respect of the 
accumulations, They contended that these were capital 
of the trust funds, whilst for the Crown it was contended 
that they were income and assessable in one sum for 
the year 1938-9. The Special Commissioners, upon 
appeal, had held that the accumulations were income for 
each year after the coming of age of the deceased, and 
that when transferred to him on January 18, 1939, 
they were transferred to him as income with liability to 
sur-tax for 1938-9 upon the whole sum of £14,530, 
subject to some adjustments. 

When the case came before Macnaghten, J., it was 
admitted on behalf of the Crown that the assessment 
ought to be varied by restricting it to the income 
received under the settlement between April 5, 1938, 
and January 18, 1939; but the Judge reversed the 
Special Commissioners’ decision im toto, holding that 
the whole of the accumulations down to January 18, 
1939, were received as capital, and so not assessable to 
sur-tax. He had accepted the argument that the fact 
that the deceased had not thought fit to terminate the 
trusts earlier resulted in the accumulations being 
capitalised up to the date of termination. 

e Court of Appeal reversed this decision. It dis- 
tinguished the case from Dewar v. C.I.R. (1935, 2 K.B. 
351, 19 T.C. 561), upon the ground that in that case 
the interest, although exigible in law, had never existed. 
The question here was not whether income existed, but 
to whom it belonged, and the answer was to the deceased. 
Just as, after his coming of age, the deceased could have 
insisted upon the transfer to himself, so the trustees 


could have refused to carry on and, if necessary, could 


have paid the funds into Court. The case would have to 
go back to the Special Commissioners to reduce the 
assessment of {14,530 to the amount representing income 
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Recent Tax Cases 
By W. B. COWCHER, O.BE., B.Litt., Barrister-at-Low 


a oe oF ise he 1938, and January 

There is.one thing not clear from:the report, and that 
is the nature of the Revenue admission, i.e. whether 
it was admitted that the income was capitalised up to 
April 5, 1938, or whether assessments for years prior to 
1938-9 were feasible, each year’s accumulation being 
assessed separately. The latter would seem to be the 
case. pay Ser en eee re 


Sur-tax—Undistributed income of company—Business o, 
dealing in stocks and Poet on such eo mr 
but income from invesiments—Whether an invesiment 
company—Income Tax Act, 1918, Section 34; F.A., 
1922, Section 21; F.A., 1936, Section 20 (1). 

The case of F.P.H. Finance Trust- Lid. v. C.I.R. 
(C.A., March 12, 1943, T.R. 83) was noted in our issue of 


’ October, 1942. It is not to be confused with C.I.R. v. 


F.P.H. Finance Trust Lid. (K.B.D., October 26, 1942, 
T.R. 283) noted in our issue of February, 1943, which 
dealt with an entirely different question. In the present 
case the company had since 1913 carried on a trade, 
assessed under Schedule D, consisting of dealing in 
securities. It had traded upon a very large scale, but 
in the 12 months to December, 1937, it had made a loss 
of £412,466, mostly due to a fall in market values of 
the stocks held, and in the last three months of 1937-8, 
at the end of which it went into liquidation, it had made a 
further loss of £72,202. But it had accumulated a large 
quantity of investments and in the last two periods 
above-mentioned of twelve months and three months, 
its gross investment income had been /82,145 and 
£11,668 respectively. 

The Revenue had contended that the sums last- 
mentioned represented income; that the losses on 
dealing should be disregarded ; and that the company, 
being a company the income whereof consisted mainly 
of investment income, was one to which the provisions 
of Section 20 (1) of F.A., 1936, were applicable for the 
year 1938-9. For the appellant company it was argued 
that the company was not an investment company, but 
a trading company, and the fact of its trading having 
been unprofitable had not ed its nature. Con- 
versely, it was argued that the inference of changed 
nature must be based upon a sufficiently representative 
period. An additional argument was that the word 
“ consists’ in Section 20 (1) implied something not 
momentary, but persistent and habitual. 

The Special Commissioners had accepted the Revenue 
view and had confirmed a direction under Section 20 (6) 
that the co: commons ’s income was to be deemed the income 
of its mem for sur-tax. Macnaghten, J., had upheld 
their decision ; and in the Court of Appeal this was 
affirmed by a ‘majority. 

Scott, L.J., said that for the Crown it had been argued 
that the section spoke of “income” and not “ total 
income ”’ ; that income subject to deduction of tax at 
the source was and remained “ income ”’ ; that “‘ invest- 
ment company ”’ in Section 20 was a label and not a 
definition ; and, finally, the company still possessed for 
purposes of charge its investment income, and the 
assessment thereon had become final and conclusive in 
the absence of appeal. But, he held, with doubt, that, 
as by Section 42 (1) of F.A., 1927, sur-tax was made a 
deferred instalment of income tax, and by Sub-section 
(4) of the same section adjustment had to be made by 
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reference ta.the relief which the company had obtained 
under Section 34 of the I.T. Act, 1918, the result was 
that it was entitled to succeed. 

Goddard, L.J., said that the question was not whether 
the company had been or was carrying on business, but 
of what itS income mainly consisted. And that had to 
have regard to the actual year. If the company’s income 
for three or four years had been mainly investment 
income and then for a particular year its income was 

inly earned, he did not suppose the company would 
have contended that it remained for that year an invest- 
ment company. (He then dealt with the position of the 
company for the period after liquidation, an issue which, 
in the absence oA Gin sentedguun, tnt tnt sheds teen the 


report.) 

Du Parcgq, L.J., with Goddard, L.J. He said 
that Section 20 (1) of F.A., 1936, required them to look 
not at the te income, but at two categories of 
income, (1) earned and (2) everything not earned, and 
to compare them. That was the test. 

Leave was given to appeal to the Lords. In the writer’s 
original note, he suggested that whether the company’s 
investment income arose from “ dealing stocks” or 
“investment stocks ’’ would seem to be important ; 
but, in the absence of the case, it is impossible to say 
what was the position. It is to be noted that the wording 
of Section 20 (1) is materially different from that of the 


management 
L.T. Act, 1918. 


Schedule A—Deductions from rent by intermediate tenant 
—Rents from sub-tenants collected by Collector of Taxes— 
Rights of intermediate tenant to deduct—Income Tax Act, 
1918, Schedule A, No. VII, Rule 8, No. VIII, Rules 
4,7, 9; F.A., 1927, Section 39 ; F.A., 1941, Section 12, 
Schedule I, Part III, Para. 3. 

Thorley v. Payne (K.B.D., February 5, 1943, T.R. 91) 
was a dispute between the lessee of a tenement building, 
assessable under Rule 8 of No. VII of Schedule A upon 
the landlord, and the lessor. Both rent and Schedule A 
income tax were in arrear on August 12, 1941, and, by 
a notice given by the Collector of Taxes on that date, 
under Parga. 1 of Part III, First Schedule, F.A., 1941, 
he demanded from the occupiers that they should pay 
their rents to him. By this means, he collected 
£508 10s. 2d. ; and a further amount of £138 19s. 10d. 
was paid to him by the lessee, the defendant, making 
a total of £647 10s. 

In an action for recovery of rent from September 29, 
1941, to March 25, 1942, amounting to £600, the defen- 
dant claimed to set off the £647 10s. upon the ground 
that under Para. 3 of the said First Schedule she was 
entitled to deduct that amount from “ any subsequent 
payment of rent.” She also contended that she was an 
occupier for the purposes of this paragraph, and, alter- 
natively, that she was a tenant-occupier within Rule 7 
of No. VIII of Schedule A; and that she was also 
entitled to make the deduction under Rule 9 of No. VIII 


whether she was an occupier or not. She also contended ~ 


that she was entitled to deduct tax at 10s. in the { 
under Rule 4 of No. VIII. 

It was held by Tucker, J., that (1) the defendant was 
a landlord and not an occupier; (2) she was not en- 
titled to deduct against her superior landlord under 
Rule 7 or Rule 9 of No. VIII, or under Para. 3 of the 
First Schedule, F.A., 1941; (3) she was entitled to 
deduct tax at 10s. in the £ under Rule 4 of No. VIII. 

The case was somewhat complicated. In 1939 defen- 
dant became entitled to and accepted a lease which had 
been granted to her deceased husband. In September, 
1941, this lease was surrendered and a new lease took 
its place. Rent under the old lease had been paid less 
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tax down to March 25, 1940. But the income tax was 
in arrear for 1938-9 onwards; and the fundamental 

blem was whether the various provisions other than 
ule 4 of No. VIII of Schedule A enabled an inter 
mediate landlord to deduct the amount of tax paid by 
him from a payment of rent to his su nas § 
Tucker, J., held that they did not, and that the right 
of deduction was confined to.that of 10s. in the £ from 
the £600 rent due. 

The decision would seem to be in accord with general 


opinion. 


Sur-tax—Settlement on grandchildven—Trust estate 
divisible on grandchildren attaining 30 years—On death 
before that age divisible among heirs and representatives 
in moveables of settlor’s son—Whether settlor had an interest. 
in settlement income—Finance Act, 1938, Section 38. 


Barr's Trustees v. C.I.R. (Court of Session, January 15, 
1943) is an interesting example of the far-reaching— 
this term is peculiarly apt here—provisions of Section 38 
of Finance Act, 1938. By Sub-section (4) a settlor is’ 
to be deemed to have an interest in income or property 
comprised in a settlement if the settlor or his wife may 
derive benefit “‘in any circumstances whatever.”’ It 
is not necessary to recapitulate the complex facts of 
the settlement in question, but the Court, upholding 
the decision of the Special Commissioners, were 
unanimous that the settlement was caught by the sub- 
section, although Lord Moncrieff came to this conclusion 
“with very great regret.” The position in the case 
was summed up in the judgment of Lord Normand, 
as follows :-— 

“Since the income and fee are under the trust. 
deed destined to the grandchildren and their issue 
in all eventualities, except that provided for by the 
fourth purpose, it is only under that purpose that the 
trust fund could possibly have reverted to the settlor,. 
and it could only have done so under that purpose 
if the ‘ heirs’ of the settlor’s son, John Charles Barr, 
fell to be ascertained on the death of the last survivor 
of the two grandchildren, and if at that date all the 
issue of the settlor of whatever degree had already 
predeceased, and if the settlor himself had survived. 

. It is now impossible that that should happen, 
and it was never more than a remote possibility.’ 
Still, the remote possibility was held to be sufficient. 


Schedule A—Annual value—Office building with several 
tenancies assessable as one house or tenement—Lift service 
—Schedule A, No. 1, No. V, Rules 7 and &, No. VII, 
Rule 8. 


The case of Pearl Assurance Company v. O'Callaghan 
(C.A., April 16, 1943, T.R. 109) was noted in our issue 
of February, 1943, and there the present writer expressed 
the view that the reasoning of the judgment was open 
to criticism. In the Court of Appeal it was unanimously 
reversed. There is apparently, however, a serious slip 
in the report under consideration which makes the main 
reasoning appear to be nonsense. The judgment of the 
Court was given by Scott, L.J., who is reported as 
saying : 

“ The lift seems to us in its nature essentially a. 
part of the whole hereditament. But if it is not, at 
any rate it is deemed to be so for the of 
Schedule A. The Finance Act, 1936, Section 22, says. 
that ‘no account shall be taken of the value of non- 
rateable machinery in ing annual value’ 
and ‘non-rateable machinery’ is defined in that 


section by reference to Section 24 of the Rating and 
Valuation Act, 1925, which brings in the definition. 
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of the Third Schedule; and thus includes lifts in 

non-vateable machinery. In our opinion, the above 

reasoning disposes of the respondent company’s 

main contention.” . 

The last “ non-rateable’’ should read “ rateable.”’ 
Apart from this, the negative wording of Section 22 of 
the Finance Act, 1936, is unfortunate because the fact 
that non-rateable machinery is not to be taken into 
account in arriving at the gross Schedule A value does 
not tpso facto establish that rateable machinery is to 
be, although that is undoubtedly what was meant. 
It is worthy of note that in the Third Schedule to the 
Rating and Valuation Act, 1925, “ Lifts and elevators 
mainly or usually used for passengers ’’ are the third 
class of ‘‘ Classes of Machinery and Plant to be deemed 
to be of the Hereditament.’’ The claim that the 
cost of repairs and renewals of lifts was to be allowed 
in arriving at the gross. Schedule A and not deemed to 
be covered by the ordinary repairs allowance was 
untenable if the income tax and rating bases of valua- 
po were made the same by Section 22 of Finance Act, 
1936. 

Leave was given to appeal to the Lords. 


Surtax—Undistributed income of company—Residuary 
shaves held by trustees—Whether section applicable— 
Income apportioned to trustees of settlement—Whether to 
be treated as income -of the settlor—Finance Act, 1922, 
Section 21; Finance Act, 1926, Section 20; Finance Act, 
1937, Section 14; Finance Act, 1938, Section 38, Section 41. 

The sur-tax evasion scheme in Penang & General 
Investment Trust, Lid. v. C.I.R., Ramsden v. C.I.R. 


The Month 


Stock Markets and Kaffir Dividends 


Stock Exchange activity has been at a low ebb over 
the past month, and prices have tended to fall slightly 
up to the time of writing. This state of affairs is often 
ascribed to the success of current Wings for Victory 
weeks in absorbing the flow of public savings. No 
doubt the campaign has had some influence in diverting 
money from the Stock markets, but it only constitutes 
one factor among several more important ones. The 
most important is the increasingly favourable war news. 
This has tended to focus the attention of investors on 
the difficulties which certain sections of industry are 
likely to experience during the period of transition from 
war to peace. At the same time it has attracted more 
interest to “‘ recovery’ stocks. Thus aircraft shares 
have fallen, while motor shares have risen. These 
considerations are likely to be even more influential in 
the future. No doubt the pressure of money will ulti- 
mately bring a resumption in the general upward trend 
of prices, but the gains are likely to be more selective 
in view of the uncertainties of the future. Already 
investors are contemplating the choice between holding 
securities and remaining more liquid until the prospect 
is clearer. It is curious that this trend has become 
particularly apparent at a time when there has been 
a series of unusually favourable company results. But 
the latter may have served to emphasise the difficulties 
of the post-war transition by showing just how success- 
fully industry has now acclimatised itself to wartime 
conditions. By contrast, one group which is finding 
wartime conditions increasingly difficult is the South 
African gold mining industry. A decline in the June 
dividends was expected, but in some cases it has proved 
even greater than was thought likely. Higher taxation 
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(House of Lords, April 19, 1943, T.R. 111), which 
Macnaghten, J., and the Court of Appeal had, like the 
Special Commissioners, found ineffective, met with no 
greater favour in the House of Lords. The main issue 
can be stated in very few words. The shares of the 
‘company were of several classes but the only shares 
which could receive a dividend were the B shares ; 
and these were all held by trustees. Trustees, as such, 
are not liable to sur-tax, and it was therefore impossible 
for the company to distribute to its members any part 
of its income 
“in such manner as to render the amount distributed 
liable to be included in the statement to be made by 
the members of the company of their total income for 
the purposes of sur-tax.”’ 
Therefore, as the law does not compel impossibilities, 
the appellants contended that any direction under 
Section 21 of Finance Act, 1922, would be invalid. 
Although their Lordships were unanimous that the 
appeal failed, there were divergences between the several 
judgments and the reader is left with the impression 
that had the case been fought before the Special Com- 
missioners differently and certain admissions not been 
made which precluded points being taken in the Courts, 
the result might have been different. Lord Romer, in 
particular, held that the company was caught by Sec- 
tion 21 not because of the nature of the persons amongst 
whom the income was distributed but because it had not 
distributed a reasonable part. Otherwise, he would have 
held that if the income of the company was distributed 


~ as income and not as capital the section would not have 


applied. 


in the City 


and the higher cost of supplies provide part of the 
explanation, but the primary cause has been the increas- 
ing shortage of native labour, which was relatively 
abundant a year ago. This shortage has been brought 
about by the diversion of native labour to the war 
industries and military service. There seems little 
likelihood of improvement during the war. Easier 
conditions should prevail when peace returns, but 
meanwhile the Rand investor may experience further 
dividend reductions. 


Civil Aviation 


There has been a considerable growth of public 
interest recently in the future of British civil aviation. 
The first report of the independent committee which was 
set up last September to consider the matter states that 
about a thousand aircraft will be needed on Empire 
trunk routes immediately after the war. It adds that 
we shall be obliged to use American aircraft for some time 
unless the Government takes action immediately to 


_ produce transport planes. This warning has not gone 


entirely unheeded. The Under-Secretary of State for 
Air, Captain Harold Balfour, has mentioned that some 
attention is now being paid to the building of transport 
types, and Mr. Attlee has told the House of Commons 
that staff has been allocated to the design of four different 
types of plane. This evidence of Government interest 
is encouraging so far‘as it goes, but there are a number of 
other problems which are still giving rise to anxiety. 
One is the question whether there is to be freedom of the 
air on international routes, or whether they are to be 
parcelled out into zones of influence. In this connection 
the fear that Great Britain will find it difficult to compete 
with the United States may have been exaggerated. 
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There is no-evidence of any lack of efficiency in the 
British aircraft industry. None of these considerations 
have, however, added anything to the popularity of 
aircraft shares, for the simple reason that, whatever the 
outcome, the industry’s output will certainly shrink 
considerably after the war. Sir Stafford Cripps has 
stated that the industry will be unable to maintain more 
than one-tenth of its present manufacture. Where that 
manufacture is carried on will depend on the compara- 
tive efficiency of the different firms. The uncertainty 
of the future accounts for the fact that aircraft shares 
still offer some of the highest industrial yields obtainable 
in the market. The equities in most companies return 
between 7} per cent. and 9 per cent., the exceptions being 
De Havilland, which has a particular interest in civil 
aviation, and Rolls Royce, whose interests are not 
confined to aircraft. 


The Diamond Industry 

Fresh evidence of the phenomenal prosperity of the 
diamond industry in wartime has been provided by the 
resumption of interim dividends by De Beers and Con- 
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solidated Diamond Mines, and by Sir Ernest Oppen- 
heimer’s review of the companies’ operations. The 
value of sales in 1942 was £10,500,000, the best figure 
since 1929, while sales for the first half of 1943 were 
running at an annual rate of £20,000,000. In part this 
has been due to the great expansion in the demand for 
industrial diamonds, known as boart, which accounted 
for 40 per cent. of last year’s sales. Industrial diamonds 
are, however, sold at pre-war prices, and it is still from 
gem stones that the bulk of the industry’s profits are 
derived. This demand for gem stones is, of course, the 
natural consequence of abundant monetary conditions, 
particularly in the continent of America. The war-time’ 
expansion in the use of industrial diamonds is, however, 
a very important development. Evidently the view is 
that it will continue to provide the industry with a 
stabilising factor after the war to offset the ups and 
downs in the demand for gem stones. In order to 
encourage this it is proposed to sell boart by the kilo- 
gramme, instead of by the carat, so as to emphasise its 
character as an abrasive rather than a precious stone. 
In addition it is hoped to continue the supply of indus- 
trial diamonds after the war at pre-war prices. 


Points from Published Accounts 


Dunlop Rubber 

Within the space limitations imposed by the new 
paper restrictions Dunlop Rubber has done something 
more than merely maintain the high standard of pre- 
sentation always shown by its accounts. There are 
again a statement displaying the aggregate profits of 
the group and a consolidated balance sheet, with com- 
parative figures included throughout. The only omis- 
sion is the absence of the customary statement showing 
the course of profits and the growth of reserves over 
the past six years; copies of this have, however, been 
circulated to the Press, and it becomes an interesting 
matter for conjecture to what extent the columns of the 
newspapers may be used to supplement statutory in- 
formation while the paper regulations continue. The 
main feature of the Dunlop accounts this time is the care 
taken to clarify the tax position. The provision for 


E.P.T. (£827,368) is now stated separately from that 


for income tax. The 1942 liability under the latter 
head is shown to be £910,587, but after deducting the 
£650,000 reserve for future liability established in 1941 
the net figure is £260,587. To this is added, however, 
£700,000 reserved against the 1943-44 liability, making 
£960,587 all told. The ordinary tax reserve is grouped 
with current liabilities and provisions, but the reserve 
for future taxation is included under the heading 
“‘ surplus and reserves.’’ The items making up the group 
total of {7,902,660 under this heading are particularised. 
They substantially exceed the combined book value of 
goodwill (£1,538,800) and interests in certain subsidiary 
and associated companies (4,138,030). The directors’ 
report volunteers the information that the total E.P.T. 
provided up to the end of 1942 by the parent company 
was {4,293,793, and by the group as a whole, £5,922,794. 
It is added that the 20 per cent. post-war credits amount 
respectively to £692,695 and £983,683, subject to income 
tax 


E.P.T. and Income Tax in Accounts 

This is a very complete picture, making it all the more 
a matter for regret that Ford Motor, which previously 
had printed full details of E.P.T. appropriations, should 


now have suppressed these particulars. In this instance 
the liability to E.P.T. has not yet been determined, but 
it is considered that the provision made to date covers 
the maximum liability: down to the end of 1941 
£2,710,703 had been appropriated for E.P.T., but there 
the story ends. The lack of detailed information about 
the tax position is even more keenly felt in the case of 
De Havilland Aircraft. The net profit, after taxation, 
for the year to September 30 last, is disclosed at £40,725. 
This records a very big fall from the previous figure of 
£102,174, yet we are told in the chairman’s statement 
on the one hand that in the 1940-41 accounts there 
was an over-provision for E,P.T. and on the other that 
this time it has been necessary to draw on previous 
payment of E.P.T. in order to bring the profits up to 
the company’s standard. The explanation is merely 
that more has had to be provided for income tax, because 
in 1940-41 there was a reserve previously created against 
future taxation and because a credit of approximately 
£40,000 was then provided by the change to the method 
of treating dividend payments as a net amount instead of 
gross as formerly. The implication would seem to be 
that despite this credit and the utilisation of the reserve 
for future taxatidn no provision was made in 1940-41 
against the liability to future taxation. For a proper 
understanding of the result now returned it would be 
necessary to have particulars of the amount over- 
provided for E.P.T. last time, the sum credited by way 
of repayment or prospective repayment on this occasion 
and the appropriations for income tax in both years. 
Such information could give no clue to the behaviour 
of trading profits, a matter of importance since the com- 


. pany is an armaments undertaking. And as a matter 


of fact trading profits themselves do not bear any 
direct relationship to turnover, for uncertainty about 
contract prices has necessitated a large degree of estima- 
ting in drawing up the accounts. The auditors’ certi- 
ficate incorporates the observation that ‘ in the absence 
of agreed prices for the sale of the company’s products, 
the sales are based on estimates by the company’s 
officials of the sums expected to be realised thereby.” 
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Publications 


The Secretarial Handbook. By Edward Westby- 
Nunn, B.A., LL.B. Fourth Edition. (Solicitors’ 
Law Stationery Society, Ltd., London. Price 
10s. 6d. net.) 

In writing a handbook on the duties of company secre- 


taries, says the author, he is faced with the unusual diffi- 


culty of determining not what should be included but 
rather what may be excluded. It is a measure of the 
success with which this difficulty has been overcome that 
the demand: for further copies has been met by the 
publishers, in the absence of the author on military 


duties, by this revised fourth edition containing notes on — 


war-time emergency legislation. - 
The condensation which has enabled so much informa- 
tion to be presented in such a compact form has not been 
achieved by any sacrifice of clarity, and reference is 
facilitated by a good index. The chapter on secretarial 
programmes will be especially helpful in practice. 


Multiple Shop Companies. By Victor G. Winslet, 
A.S.A.A. Second Edition, (Gee & Co. (Publishers), 
Ltd. Price 10s. net.) ; , 


This is the second edition of a book which has been 
found valuable by accountants and students engaged in 
the administrative work of multiple shop companies. 
The author does not confine himself to accountancy 
matters. He begins with the acquisition of branches and 
the purchase of property and proceeds to discuss the 
organisation of buying, warehousing and stock-keeping. 
Next, three chapters are devoted to the office; corre- 
spondence receives separate consideration, and then 
attention is directed to selling, including the control of 
branches and advertising ; finally, there are useful hints 
on the selection of staff. 

The author is not specially concerned with any par- 
ticular type of trade or form of organisation, but the 
information is given and the suggestions are made in 
such a manner as to make application easy to the par- 
ticular business in which the enquirer is interested. 

Managing directors will find material for self-examina- 
tion in the statement that the managing director ‘‘ should 


be possessed of a good working knowledge of the origin, . 


manufacture and best markets for ane sold by hard 
company ; be capable of giving sound decisions on poin 
arisin me habe time to time ; bea good tee of ry ye aq 
be possessed of good organising ability, an 
position in such a manner as to inspire the respect and 
confidence of all under him.” ‘ . 


The British War Economy, 1939-1943. By Mary E. 
Murphy, Ph.D.(London), C.P.A. (Professional and 
Technical Press, New York. Price 14s. net.) 


Modern warfare is at least as much a conflict in the 
region of economics as one of personal forces ; indeed, an 
economic collapse may very well prove the decisive 
factor in its conclusion. This book surveys the British 
war effort in the economic field, and is a really remark- 
able conspectus of facts and measures not previously 
collated, many of which are difficult to find. 


Dr. Murphy sets out to make the process of British _ 


economic mobilisation clear to American readers in the 
hope that a perusal of her pages will provide students 
and government officials with a comprehensive view of 
the implications thereof in a modern state. She succeeds 
so isingly as to convey a great deal of information, 
also, to British students who have lived through the 
process described, and are in danger of missing the 


“* wood ” as a whole in consequence of the prominence of 
individual “ trees ’ with which they may have come into 
physical contact. The methods adopted for the mobilisa- 
tion of resources, the ion and concentration of 
production, the recruitment of labour and the conscrip- 
tion of money are reviewed in turn, and in sufficient de- 
tail. Two chapters review the taxation of income and 
the curtailment of consumption by limitation of supplies, 
rationing, price control, etc. Provision of food for the 
common needs is next considered, and then the develop- 
ment of trade and transportation. Finally, we are intro- 
duced to the question of the transformation of the social 
structure involved in housing and shelter problems, and 


7 to social services. Under the latter head is included a 


description of the Beveridge Report. 

To round off the discussion, only the transition from 
war to peace seems to remain, and even this is referred to 
in a section of the last chapter, which concludes that 
“ the planning of post-war Britain will be a tremendous 
undertaking, one fraught with endless complications and 
international and domestic difficulties.” 

This book will prove of the greatest value both to 
specialists in the subjects dealt with and to the general 
reader. As a critical evaluation of British accomplish- 
ments and plans, it is without a competitor, and the 
extensive bibliography provided enables the reader to 
pursue further any of the individual topics in which he 
may be specially interested. 


Personnel Management. Compiled by Gerald Poul- 
ton and Francis.H. C. Brook. (P.W.S. (Industry), 
Ltd., London. - Price 6s. net.) ; 

This outline of the organisation of a personnel depart- 
ment suitable for organisations of 2,000 employees and 
over contains suggestions for modification to fit the 
needs of smaller businesses. The duties of such a depart- 
ment are grouped under nine headings : Labour, Welfare, 

Canteen, Psychological, Medical and First Aid, Safety, 

Staff Appointments, Federation and Trade Associations, 

and Security and War Emergency. Few managements 

would fail to gain useful suggestions from a study of 
this concise work. ; 


BOOKS RECEIVED 


Loose Leaf War Legislation. Edited by Harold 
Parrish, Barrister-at-Law. 1942 Volume, Parts 13 
and 14. 1943 Volume, Parts 1 and 2. (Hamish 
Hamilton (Law Books), Ltd., London. Price 6s. 
net each part.) 

The Defence (Finance) Regulations. By F. C. 
Howard, M.A., Solicitor. First cumulative supple- 
ment. (Butterworth & .Co. (Publishers), Ltd., 
London. Price 5s. net; combined price of book 
and supplement, 12s. 6d. net.) "s 


Facts about British Banks and the War. By Norman 
Crump. (P. S. King and Staples, Ltd., London. 
Price 6d. net.) 


Cost Accounts. By L. Whittem Hawkins, F.C.A. 
Tenth edition. (Gee and Co. (Publishers), Ltd., 
London. Price 21s. net.) 

The Law of Income Tax. By E. M. Konstam, K.C. 


Ninth edition. (Stevens and Sons, Ltd., and Sweet 
and Maxwell, Ltd., London. Price {2 17s. 6d. net.) 
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LAW 


COMPANY LAW 

Accountant's report to company on effect of article—Claim 
of privilege as against shareholders. 

In Dennis & Sons, Lid. v. West Norfolk Farmers 

Co-operative Co., Lid. (1943, W.N. 128), Simonds, J., 


decided a point of unusual interest to shareholders.. . 


The plaintiffs, who were shareholders in the defendant 
company, asked for an order for the production for their 
inspection of a report of a firm of Chartered Accountants 
made to the company on February 5, 1938, and for 
liberty to take copies thereof. Article 7a of the defend- 
ants’ Articles of Association provided that the company 
was formed to carry out the co-operative principle, and 
that profits in excess of a certain amount were to be 
applied in payment of rebates (to be declared by the 
directors from time to time) to members of the company 
who were its customers. Disputes having arisen on the 
construction of the article, in January, 1938, the com- 
pany instructed the accountants to report on its effect 
and construction. On February 5, 1938, the report was 
prepared and sent to the defendants. Meanwhile on 
February 3, 1938, an originating summons was taken 
out by the plaintiffs against the company for the deter- 
mination of the proper method of calculation of the 
excess profits referred to in the article, and Bennett, J., 
decided thereon. In consequence of the decision, the 
poo og | proposed to alter the article by special resolu- 

on. 
ultra vires the memorandum of association, and, alter- 
natively, was a fraud on the rights of the plaintiffs. 
They also asked for an account. The company refused 
production of the accountants’ report, claiming pro- 
fessional privilege. Simonds, J., said the general rule, 
which applied equally as between a company and its 
shareholders and as between a trustee and his bene- 
ficiaries, was set out in the Annual Practice, 1943, 
namely that a cestui que trust is entitled to see cases 
submitted and opinions taken for purposes of the 
administration of the trust ; but when taken and stated 
by the trustees not for that purpose, but for their own 
defence in litigation against themselves by the cestui que 
trust, they are protected. When the directors instructed 
the accountants to report, they did so on behalf of all the 
shareholders, and not for their defence in litigation 
threatened against them. Therefore the plaintiffs were 
entitled to see the report. The document must be open 
to the plaintiffs’ inspection. 


Companies Act, 1929, Section 265 (1)—Winding-up— 
Fraudulent Preference. ss 7 

In Re M. Kushler, Lid. (1943, W.N. 132), the Court of 
Appeal allowed an appeal from Bennett, J. The com- 
pany was incorporated in 1934 with a capital of £2,000 
in 2,000 shares of {1 each; 1,796 had been issued to 
M. Kushler and 101 to his wife. The company’s bankers 
granted to the company an overdraft of £800, secured by 
the guarantee of M. Kushler and four policies of insur- 
ance on his life. On May 12, 1941, the overdraft stood 
at £609 and the directors were advised the company was 
insolvent and should be wound up. On May 23 the 
creditors passed a resolution for the voluntary winding- 
up of the company. Between May. 12 and 21 the over- 
draft was extinguished and M. Kushler was relieved of 
liability on his guarantee. In November, 1942, the 


guarantor. 


The plaintiffs claimed that the resolution was ~ 
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liquidator applied for a declaration that the payments 
to the bank were fraudulent preferences within Section 


' 265. The reasons given, inter alia, were that between 


May 12 and 21, 1941, substantially no existing trade 
debts were paid, and that at the creditors’ meeting M. 
Kushler, in reply to a creditor’s question, falsely stated 
that the overdraft was guaranteed by two persons whom 
he named, but he omitted to mention that he was the 
Bennett, J., held that a possible view was 
that between May 12 and 21 the directors stopped 
paying trade creditors because of the advice given them 
and paid sums received into the bank without contem- 
plating the effects on the overdraft ; and that therefore 
the liquidator failed to discharge the onus of establishing 
the fraudulent intention. In allowing the appeal, the 
Court of Appeal said the proper inference from the facts 
-was that payments to the bank between May 12 and 21 
were made to give the bank a preference over other 
creditors, unless the law prevented such inference. The 
method of drawing an inference of an intention to give a 
fraudulent preference was the same as that used in 
drawing any inference of fact. 


EXECUTORSHIP LAW AND TRUSTS 
Soldier's will—' Actual military service""—Wills Act, 
1837, Section II. 

During this war a number of cases have arisen on the 
wording of Section 11 of the Wills Act, 1837, which 
allows any soldier ‘‘ in actual military service ”’ to dispose 
of his personal estate without the formalities required 
for the will of an ordinary person or of a soldier not “ in 
actual military service’ when his disposition is made. 
The tendency of the courts has been to interpret the 
words liberally, on the grounds that in modern warfare a 
soldier can be said to be in actual military service as 
soon as he is mobilised, even when on home service. 
In The Estate of Rippon (1943, W.N. 120), Mrs. R. 
applied fors letters of administration with the will 
annexed of the estate of her husband, Major R. In 
August, 1939, the major, an officer in the Territorial 
Army, was ordered to rejoin his battery. He was 
“called out for service’’ under directions given on 
August 22, 1939, by the Secretary for War, in accordance 
with the Reserve and Auxiliary Forces Act, 1939; the 
Secretary for War was satisfied that the service of the 
territorial forces was “‘ urgently required for the defence 
of the realm.”” Before he left home in August, 1939, 
the major wrote out a testamentary document which he 
signed, but in the presence of only one witness, his sister. 
By that document, after giving a specific legacy to his 
infant son, he gave the whole of his estate to his wife, but 
did not appoint an executor. On September 2, 1939, the 
Territorial Army was mobilized, and Britain declared 
war on Germany on the following day. On May 30, 
1940, Major R. was killed in action in France. Pilcher, 
J., said it was clear that when the testamentary disposi- 
tion was made, the major was not “ on active service ”’ 
under Section 189 (1) of the Army Act. But in August, 
1939, war was believed to be imminent and many took 
the view that Britain might be heavily bombarded by 
air, or possibly invaded, without any formal declaration 
of war. In those circumstances, he held that the major 
was “‘ in actual military service ” on the date when the 
disposition was made. The will was therefore within 
the section of the Wills Act dispensing with formalities 
for soldiers in actual military service. A grant of letters 
of administration was therefore made to the widow. 
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The Emergency Acts and Orders 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 
The forty-second instalment is given below. The sum- 
maries are not intended to be exhaustive, but only to give 
the main content of an Act or Order, the full text of which 
should be consulted if details are required. 


ACTS 


Courts (Emergency Powers) Act, 1943. 

This is a consolidating Act, which repeals and super- 
sedes the Courts (Emergency Powers) Acts, 1939 to 1942, 
the Possession of Mortgaged Land (Emergency Pro- 


visions) Act, 1939, and Part II of the Liabilities (War- 


Time Adjustment) Act, 1941. 
War Damage Act, 1943. 

The War Damage Acts, 1941 and 1943, are consoli- 
dated. Provisions relating to the war risks insurance 
scheme for commodities are not included. 

(See AccounTANCY, May, 1943, page 141). 


- ORDERS 


EXPORT 
Nos. 455, 650, 842. Export of Goods (Control) Orders, 
1943, Nos. 4, 5, 6. ; 
Further amendments are made in the list of goods sub- 


ject to export control. 
(See AccounTANCy, March, 1943, page 115.) 


FINANCE 


No. 119. Regulation of ey titi (Consolidation) Order, 
1943. 
Previous Regulation of Payments Orders are revoked, 
and their provisions re-enacted with some amendments. 
(See Accountancy, February, 1943, page 97.) 


LIMITATION OF SUPPLIES 
No. 697. Limitation of Supplies (Polishes) (No. 2) 
Order, 1943. 

The quota of polishes which may be supplied by 
registered persons for the three months to August 31, 
1943, is 25 per cent., by value of supplies during the 
six months ended November 30, 1939. The effect is to 
continue the provisions of the previous Order, the rate 
of supply being unchanged. 

(See AccounTANCy, January, 1943, page 74.) 


MANUFACTURE AND SUPPLY 


N os. 601, 673. Directions under the Apparel and Textiles 
Order, 1942, in respect of information and Returns. 


Persons whose names were entered on the Register 
of manufacturers of Headwear between November 26, 
1942, and February 28, 1943, or on the Register of 
manufacturers of Gloves between June 1 and August 31, 
1942, must furnish to the Chief Accountant, Board of 
Trade, before July 12, 1943, the prescribed form of return 
of headwear or gloves supplied during the standard and 
restriction periods. 

No. 602. Direction under Article 3 (1) of the Domestic 
Pottery (Manufacture and Supply) Order, 1942, in 
_vespect of information and Returns. 

Persons licensed between June 1, 1942, and March 31, 
1943, to acquire domestic pottery for export must 
furnish a return on Form D.P./1 before July 17, 1943. 


Nos. 696, 837. Utility Goods (Invoices) Directions, 1943, 
under the Apparel and Textiles Order, 1942. 

A manufacturer of controlled utility goods must, 
whenever he sells them to a person other than a retail 
customer, furnish within seven days an invoice giving 
prescribed particulars. He must keep a copy of the 
invoice for twelve months, and the customer must keep 
the invoice for the same period. The buyer must 
notify the Local Price Regulation Committee if he does 
not receive the invoice within 14 days. 

No. 766. “Braces (Manufacture and Supply) Directions, 
1943. 

Braces may not be manufactured except by registered 
persons, who, after a transitional period, may not manu- 
facture or supply any except utility braces of a pres- 
cribed specification. Braces for export are excepted. 
The manufacturer’s price of utility braces is restricted 
to cost of production and sale plus 5 per cent., subject 
to overriding maxima and to a discount for early 


payment. 
(See Accountancy, May, 1943, page 157.) 


PRICES OF GOODS AND SERVICES 
No. 604. Price-controlled Goods (Invoices) Order, 1943. 

The Price-Controlled Goods (Invoices) Order, 1941 
(No. 1388) is revoked and its provisions re-enacted with 
some additional details. 

No. 615. Toys and Indoor Games (Maximum Prices and 
Records) Order, 1943. 

Maximum prices for toys and indoor games are based 
on percentage additions to cost on sales by manufacturer, 
factor, wholesaler and retailer. An overriding maximum 
price is also prescribed, to operate from July 1 in the case 
of a wholesaler and from October 1 in the case of a 
retailer. Manufacturers must keep prescribed books of 
account. . 

(See Accountancy, June, 1943, page 177.) 

PURCHASE TAX 
No. 636. Purchase Tax (Exemptions) (No. 1) Order, 
1943. 

All utility haberdashery, cloth and household textile 
goods are exempt from purchase tax from May 3, 1943. 

(See AccounTANCy, May, 1943, page 148.) 

TRADING WITH THE ENEMY 
No. 692. Trading with the Enemy (Specified Persons) 
(No. 7) Order, 1943. 

A revised schedule is given of traders in neutral coun- 
tries with whom dealings are prohibited. Previous 
Orders are superseded. 

(See AccounTANCYy, May, 1943, page 157.) 

TYPEWRITERS 
No. 676. Supply of Typewriters (Restriction) Order, 1943. 

A licence is required for the acquisition, disposal, or 
breaking up of any typewriter, except for the supply 
or acquisition of a secondhand portable typewriter 
weighing less than 22 Ibs. 

(See AccounTANcy, June, 1943, page 161.) 

WAR RISKS INSURANCE 
No. 715. War Risks (Commodity Insurance) (No. 2) 
Order, 1943. 

The commodity scheme premium for the three months 
commencing June 3, 1943, is to remain at the rate of 
4 per cent. per month. Goods for sale on board a ship 
need not be insured. 

(See Accountancy, March, 1943, page 115.) 


ah 2 ee ee ot ot ae eae Le i te ek Re i ek 


~~ a 7 i - 
, ge eee 
ree . 
Kh get 
hee ha oe ee 
af sia 
ane? Js > ; 
cae Ra . 
7x, ov } 
en. OF 
oh get 
ot od >: - 
A aie 
Sas’, See 
ars, BINGE 
iets ee 
Sire 
Bot hie 
BA ae 
FF aes 
* fad 
ig? aes 
% ‘Dp - 
the” - 
i ‘4 ze 
fon he 
et} 
me ————— 
i i +: ‘ 
se open | 
oe 
GEE i 
9 a ; 
ah 25M 
tar 
ns = 
1 = 
Ss, ak 
Be ee. 
ss , : 
Baths 
“ 
ba * 
) | ig ‘ 
Lee 
a 50 : 
1? Ee 
og 
mar: 
ore ‘ 
bes tr 
Pyke 
Ah 
a) Q 
aed 
% 
é 
Sa 
. — Ee 
ley 
Te. 
e.. 
ert . 
Ae 
go ae 
ea 3 
AE 7 . 
mz 
ean? 
i ‘s a 
dong 42 
im eee 
BAT? 
Re. 
. 7 
Tak, 
* % 
eae 
b> 
as 
© | 
ae = i 
: ‘ 
e 
ie ‘ 
a 
i, 
ied 
peat 
Maas 
PCS? 
a 
e-,* 
be 
Mt 
a 
ie i" 
ry SS 
¥ 
fd 
Mei 
kd 
a . 
of 3 . 
vA 
‘ ? 4 
Bis » 


un- 
ous 


July, 1943 


DISTRICT SOCIETIES 


; LIVERPOOL 

The annual meeting of the I ted Accountants’ 
District Society of Liverpool was held on May 26. Mr. J. 
Boucher was elected President for 1943-44, and Mr. J. 
Summerskill, Vice-President. Alderman R. Duncan French, 
J.P., was re-elected Hon. Auditor, Mr. Charles M. Dolby, J.P., 
Hon. Treasurer, and Mr. Bertram Nelson, Hon. Secretary. 

Annual Report 

The District Society membership includes 66 Fellows, 274 
Associates and 255 students, of whom about 140 are serving 
in H.M. Forces. The Committee to record the death 
of ten members, including Mr. T. T. Plender (President, 
1936-37) and Mr. Patrick Taggart. Congratulations have 
been conveyed to Alderman R. Duncan French, J.P., F.S.A.A., 
on his election as Lord Mayor of Liverpool. Hospitali 
has been offered to Incorporated Accountants serving wi 
the Forces in this area. 

Fourteen meetings were held for lectures and discussions. 
A number of these were arranged for members of accountancy 
staffs who were commencing auditing work. Meetings held 
in 1943 were arranged in conjunction with the Liverpool 
Society of Chartered Accountants. : 

In co-operation with the Liverpool Society of Chartered 
Aecountants, members have attended each week at the 
Citizens’ Advice Bureau to advise applicants on taxation 
difficulties. Members of the Society have also taken respon- 
sibility for the audit of many Red Cross hospitals and for the 
accountancy work at certain boys’ clubs. 


BIRMINGHAM 

The 52nd annual report of the Birmingham and District 
Society shows a membership of 358, in addition to 237 
students. The best wishes of the Committee are extended 
those members and students who are serving with H.M. 

orces. 

The Consultative Committee is still available to assist 
and advise members. Many varied and difficult problems 
have been dealt with during the year. 

Mr. A. P. Bardell, F.S.A.A., has rendered valuable work 
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Society of Incorporated Accountants 


as Honorary Librarian for many years, and the Committtee 
records its gratitude. 

Three attended lectures on E.P.T. were held, to which 
members of the Birmi and District Society of Char- 
tered Accountants were invited. ~ 


REMOVAL 


Messrs. Keens, Shay, Keens and Co., Incorporated Accoun- 
tants, announce a change in the address of their Bedford 
office to 67, Harpur Street. ‘ 


_PERSONAL NOTE 


Mr. Bernard Browne, Incorporated Accountant, has advised 
that following the deaths of Mr. W. Mitchell and Mr. W. T. 
Plummer, F.S.A.A., he is continuing the practice of Messrs. 
Mitchell and Plummer, Guildford Chambers, Cheapside, 
Luton, in partnership with Mr. Herbert K. Marsh, Incor- 
porated Accountant. The firm name will be unchanged. 


BIRTHDAY HONOURS LIST 


The King’s Birthday Honours List contains the name of 
Mr. M. T. Hughes, A.S.A.A., Treasurer to the West Sussex 
County Council, who receives the O.B.E. 


OBITUARY 


EDWARD BICKER 

The Society of Incorporated Accountants has lost its last 
remaini original member by the recent death of Mr. 
Edward Bicker. F.S.A.A., at the age of 89. Mr. Bicker was 
a member of the Society of Accountants and Auditors on 
its incorporation in 1885, and since that date he had prac- 
tised continuously as an Incorporated Accountant in Bourne- 
mouth—latterly as the senior partner of Messrs. Edward 
Bicker and Son. He was elected to Fellowship of the Society 
in 1902. For many years Mr. Bicker was financial secretary 
and a deacon of the Richmond Hill Congregational Church, 
Bournemouth. The tice of Messrs. Edward Bicker and 
Son will be continued by the remaining partners, Mr. H. J. 
Bicker and Mr. S. G. Dowden, Incorporated Accountants. 


INCORPORATED ACCOUNTANTS’ BENEVOLENT FUND 


The fiftieth annual meeting of the Incorporated Accountants’ 
Benevolent Fund was held on May 20. Mr. Richard A. 
Witty presided and moved the adoption of the report and 
accounts, which was carried unanimously. —~ 

Mr. Witty said: I exceedingly that the President 
of the Fund, Mr. C. Hewetson Nelson is unable to be with us 
to-day owing to domestic illness.. I am glad to say that 
the health of Mr. Henry Burgess, the Chairman of the Trustees, 
has substantially improved, and I would suggest that a 
message of greeting be sent to Mr. Hewetson Nelson and Mr. 
Henry Burgess from this meeting. 

The accounts for the year are satisfactory, and I wish to 
thank all contributors for the generous support they have 
given. There has been an increase in subscriptions of £158, 
and if the refynd of taxation on covenanted subscriptions 
be added, the increase is £264. On the other hand there was 
some slight falling off in the aggregate of life subscriptions 
and donations which are added to capital. The surplus for 


‘the year is considerably larger than usual. This arises from 


the fortuitous circumstances that the Trustees received 
during the year advice of the regretted death of six recipients 
of grants, which otherwise would have been paid. Never- 
theless, the addition of £451 to the accumulated Fund 
strengthens the general position, because it is substantially 
through such surpluses that the capital of the Fund has been 
built up. It is the intention and desire of the Trustees that 
the amount of the grant in individual cases shall be increased ; 
whereas a grant is normally about £40 in a year, the Trustees 
hope to make the normal amount {50 or £60. With the 
inevitable increase in the cost of living, the augmentation 
of grants is necessary if reasonable comfort is to be afforded 
to recipients. Again, therefore, I ask that the number of 


contributors may be continually extended, that the amount 
of subscriptions may be increased, and that members will 


‘covenant with the Benevolent Fund for seven annual sub- 


scriptions, which enable the Trustees to receive a substantial 
amount by way of refund of tax. 

This is the ieth annual meeting of the Fund, and it is 
a source of pleasure to the Trustees to recall that for the first 
time the total capital of the Fund, including the two special 


-Funds, exceeds £20,000. The Society is grateful to the 


Founders of the Fund, and to our predecessors for establishing 
its work, and for organising the arrangements by which the ~ 
Fund has received year by year an increasing income. It 
is impossible to estimate in terms of pounds, shillings and 
pence, the degree of comfort which the Fund, for over fifty 
years has afforded to our less fortunate professional brethren 
or their dependants, or of the usefulness of the provision 
made for the education of children. The gate of 
£24,700, the total amount disbursed in grants in years, 
is a figure which may express in our minds some idea of what 
the Fund has been able to do. Moreover, I am satisfied 
that the help which has been afforded to recipients and their 
children could not have come from any other source, and 
we have been able to give this help in a friendly and personal 
way, with the least amount of administrative formality. 
This, I know, is appreciated by those concerned, no less than 
the practical help which has been given to them. 

It is a cause for thankfulness that the number of cases 
relative to the total membership of the Society is compara- 
tively few, but that places an additional res ponsibility on 
the more fortunate. The Trustees feel that in the future 
calls will come upon the Fund from members and their 
dependants adversely affected through war circumstances. 
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Again, I give my thanks to all who have sup the 
Fund, to the Trustees for their work and careful adminis- 
tration, to the members in the Dominions for their active 
support, and to many members who have been good enough 
to take a — interest in people who have communicated 
with the 

Mr. Witty stated that Mr. C. Hewetson Nelson had asked 
to be relieved of the office of President of the Fund, and it 
was resolved that the cordial: of the subscribers be 
accorded to him for his valuable services and interest. 

Sir Thomas Keens, D.L. was elected President of the 
Fund, and all the Trustees and the Vice-Presidents were re- 
elected. Mr. W. Southwood Smith was re-elected Honorary 
Auditor with a vote of thanks for his past services. A 
vote of thanks was also accorded to the President of the Fund, 
to the Chairman of the Trustees, and to Mr. Richard A. Witty 
for presiding at the meeting. 


Fiftieth Annual Report of the Trustees 
It is satisfactory that support of the Fund by members of 
the Society has become more widespread and the Trustees 
hope that this extension of interest will be continued. An 
increasing number of subscriptions have been made under 
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income, augmented by refunds of tax. 
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covenants and the scheme has provided a regular source of 


The amount disbursed in grants during 1942 (£1,739) 
was slightly less than in 1941 (£1,801), mainly due to the 
completion of the education of a number of children and to 
the regretted death of six recipients of grants. The average 
amount of grant per head, however, has been increased, and 
this will continue to be the aim of the Trustees. 

The Trustees are glad to report that at the completion of 
the fiftieth year of the Fund, on December 31, 1942, capital 
resources under all headings exceeded £20, 000. During the 
fifty years some {£33,700 has been contributed by subscribers 
and donors, and grants have been made by the Trustees to 
an aggregate of some £24,700. 

It is desired to express the cordial thanks of the Trustees 
to Incorporated Accountants at home and overseas and to 
the Committees in South Africa for the continued support 
given to the Fund. 

At the last annual general meeting Mr. R. Wilson Bartlett 
was elected a Trustee in the place of the late Mr. R. T. 
Warwick. 

In accordance with established precedent, the sole expenses 
of the Fund are for printing and postages. 


(a) EpucaTION AND sUPPORT OF CHILDREN “a 

(6) Mempers or Former MemBers SUFFERING FROM “Twrmmarry oR 1X, 
STRAITENED CIRCUMSTANCES ... i “és 
Wipows AnD NDANTS OF DECEASED MEMBERS — 
Sunpry Casgs AND TEMPORARY ASSISTANCE a 


PARTICULARS OF GRANTS FOR TWELVE MONTHS, JANUARY 1 TO DECEMBER 31, 1942 


previously given in 
Number of Cases Total Grants Sod ET 
13 2, 
8 315 1,174 
19 742 2,184 
1 20 =_ 
A 1,739 5,778 
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REVENUE ACCOUNT 
For the year ended December 31, 1942 


EXPENDITURE. 


INCOME. 


Subscriptions ian 
133 Refund of Tax on Coverfanted Subscrip tions 
Dividends on Investments (including Seooen Tax “recovered) .. 


December 31, 1942 


LIABILITIES. 
e Capita AccounT— 
— at December 31, 1941 


Ate ates 
352 Donations 


65 1 from Revenue Account... se Pon 431 


3547 Sir James Martin Memoria — op 
500 Epitn Canuens Funp ... one 


H 


£19,285 


‘9 Sundry Creditors .. seo bee tae ies 25 


1941 ASSETS. 


275 Cash at Bank and in hands of Overseas Agents pe 219 
INVESTMENTS aT CosT— 


500 
78 8s. 5d. Metro 


Os. 10d. cumonvealth “Of Australia 34% 
Registered Stock, 1950-52 1 
10s. Od. New Zealand 42% Stock, 1948-58 ... 201 
London and North- Eastern Railway 4% Ist 
Preference Stock M 247 
£75 Society of Incorporated Accountants 5% Deben- 
tures (Gifts) 


Sir James Martin Memoriat Funp— 
1,000 3 Loans .. sei 
1,000 23% Guaranteed Stock «.. bee bso oes 
1,500 24% Consolidated Stock a nas oust 
£545 16s. 4d. 23% Annuities ... eis ee ped 


EpitH ng Funp— 
500 £432 Os. 9d. 4% Consolidated Stock . 500 
(Market value of all Securities at December 31, 1942, 


1,869) Bev 
ae COMMISSIONERS OF ae EVENUE bas seme ba 
Income Tax ee 239 


£19,285 


-— 


a 


a 


61, West Smirurie_p, Lonpon, E 
April 22, 1943. 


U nese guamitand the shove Acsousty teynther with the Bests end Veuchamy, and find the same to be correctly stated. a 


-—— 


HENRY J. BURGESS, Chairman of T: 

verified the Securities of the f the Fund. 

W. SOUTHWOOD SMITH, 
Incorporated 
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